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August 15, 1986 


The Honourable Tom Hockin 
Minister of State (Finance) 
Ottawa 


Sulieg 


In accordance with the requirements of section 27 of 
the Investment Companies Act, I have the honour to submit 
herewith my Annual Report on the administration of the Act. 


The accompanying Report is the Fourteenth Annual Report 
angele covers the: peniod Aprit 1) 1985 to March 31, 1986. 


Section 27 of the Act specifies that the Report shall 
be laid before Parliament by the Minister within fifteen days 
after the receipt thereof or, if Parliament is not then sitting, 
on any of the first fifteen days next thereafter that Parliament 
ie) akeiealigte ys 


Respectfully submitted, 


R.M. Hammond, 
Superintendent of Insurance. 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1986 


ie Introduction 


The Investment Companies Act received Royal Assent on April 7, 
1971 and was brought into force effective January 1, 1972. Administration 
of the Act rests with the Superintendent of Insurance under the direction of 
the Minister of Finance who was designated py the Governor in Council on 
December 14, 1971 to act as the Minister for the purposes of the Act. The 
purposes and principal provisions of the Act are described, for reference 
purposes, in Appendix D to this Report. 


Section 27 of the Act requires the Superintendent of Insurance to 
report annually to the Minister on the administration of the Act. This is 
the fourteenth Annual Report. 


II. Amendments to Act and Regulations Made Pursuant to Section 32 


During the year covered by this Report, there were no amendments 
to the Act or to the Investment Companies Regulations made by Order in 
Council P.C. 1971-2802 on December 21, 1971. No new Regulations were made 
pursuant to section 32 of the Act. 


III. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, one company was granted 
a certificate of registry under the Act, namely Xerox Canada Finance Inc. 
with head office in Don Mills, Ontario. The company was registered on 
August 28, 1985. 


During the period four (4) companies that held certificates of 
registry under the Act ceased to be subject to the Act. Candev Financial 
Services Ltd., Canreit Investors Limited and Honeywell Holdings Limited each 
requested and was granted an exemption from the provisions of the Act 
pursuant to subsection 3(2) on September 10, 1985. Consol Holdings Canada 
Limited was granted an exemption under the same subsection on June 26, 1985. 


There were twenty-seven (27) companies registered under the Act at 
March 31, 1986. The names and locations of the head offices of these 
companies are shown in Appendix A to this Report. The assets of these 
companies, determined from the financial reports filed by them in respect of 
their fiscal years completed during the year ended March 31, 1986, amounted 
in aggregate to $15.0 billion. 
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The following table shows the number of companies registered under 
the Act as at March 31 of each of the years 1982 to 1986, inclusive, and the 
aggregate assets of such companies as determined from the non-consolidated 
annual statements filed by them for each of such years: 


Number of Companies Assets of Companies 
March 31, 1982 ay. SiS .22 D1 tion 
March=3s1 771983 B5 Si lte Oma On 
March 31, 1984 31 $ 16.9 billion 
March 31, 1985 30 SelzZes billion 
March 31, 1986 Za sy ILS) stes paplalaloloye 


The following table provides a breakdown by asset size of 
companies registered under the Act as at March 31 of each of the years 1982 
to 1986, inclusive, the data respecting assets having been determined in the 
same manner as that for the immediately preceding table: 


Asset Size of Company Number of Companies 
1982 1983 1984 1985 1986 


Under $10 miilion 3 4 3 4 i 
$10 - $25 million 1 i 3 2 2 
$25 - $50 million 3 3 2 @) 0 
$50 = $100 million 5 5 2 3 4 
$100 - $200 million i 5 5 5 2 
$200 - $300 million 3 7 4 3 4 
$300 — $500 million yf 2 4 4 6 
$500 — $1000 million 6 i 7 Y 4 
$1000 million and over a2 ues eS e2 _4 

3H) 35 Sal 30 734 


At March 31, 1986 four (4) applications for registration were 
pending. 


Be Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain 
Circumstances, the Minister has the discretion to grant to an investment 
company exemption from the application of the provisions of the Act, other 
than the provisions relating to the transfer to non-residents of ownership 
of Canadian-controlled sales finance companies. These exemption provisions 
were intended primarily to permit the Minister to grant relief from the 
reporting, registration and inspection provisions of the Act to companies 
whose activities as financial intermediaries are of a nature that compliance 
with such provisions of the legislation is not considered necessary in the 
public interest. 
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During the period covered by this Report, seven (7) companies were 
granted exemptions, four (4) of which were previously registered. The names 
and the locations of the head offices of these companies are shown in 
Appendix B. 


A total of two hundred and sixty-six (266) companies have been 
granted exemptions pursuant to subsection 3(2) of the Act from the date the 
Act came into force to March 31, 1986 and approximately 176 of these 
exempted companies remain in existence, the balance having ceased 
operations. 


Gs Other Activities 


During the period under review, officers of the Department 
continued to be active in (a) attempting to identify all corporations to 
which the Act appeared to be applicable, (b) reviewing the status of 
companies that previously had been granted exemptions pursuant to subsection 
3(2) of the Act to determine the appropriateness of the exemptions being 
continued, and (c) carrying out at the principal as well as at branch 
offices of registered companies examinations of the books, records and 
affairs of the companies. The latter activity is directed primarily towards 
verification of data presented in the financial reports of supervised 
companies and to the obtaining of information supplementary to that 
contained in such reports. In addition, such examinations enable staff of 
the Department to review at first hand the operating practices of companies. 
This is important since poor operating practices and controls may well 
weaken a company's financial position. 


The Investment Companies Act does not stipulate specific 
requirements pertaining to frequency of examinations of investment 
companies. However, the Department has adopted the practice of examining 
investment companies once every three years, unless otherwise warranted. 


IV. Costs of Administration 


Pursuant to section 28 of the Act, investment companies are to be 
assessed annually to cover the expenses incurred in connection with the 
administration of the Act during the immediately preceding fiscal year. The 
assessment made against each company varies directly with the amount of the 
mean assets of the company. The following table provides information 
relating to the costs of administration, the aggregate amount of the mean 
assets of companies assessed and the rate of assessment per $1 million of 
mean assets for each of the fiscal years ended March 31, 1982 to 
March 31, 1986, inclusive: 
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Costs of Mean Assets Rate per $1 Million 
Year Administration of Companies of Mean Assets 
1982 $404,563 $12.97 billion Ssle lg 
1983 $408,132 $11.94 billion $34.19 
1984 S57 Shp CUS $10.89 billion SS ama 
1985 S220) 52 SlIVGibitiion $18.99 
1986 $154,013 $13.64 billion ET PAS, 


The decline in mean assets of companies between the years 1982 and 
1984 is attributed primarily to three factors. Firstly, during the 1982 
fiscal year, a total of seven (7) supervised companies, controlled by 
foreign banks, converted to Schedule B banks under the Bank Act. Some of 
these companies were of substantial size. Secondly, IAC Limited, once 
Canada's largest sales finance company, converted to bank status in 1982. 
Thirdly, as a result of unfavourable economic conditions, companies 
affiliated with manufacturing corporations recorded negative growth of 
approximately $1.5 billion in the 1982 calendar year and very little growth 
in 1983 and in 1984. 


The increase in the mean assets of the investment companies in the 
fiscal years 1985 and 1986 results from the general economic recovery which 
has affected areas such as car sales and consumer credit. 


In order to maintain the costs of administering the Investment 
Companies Act at an acceptable level without reducing the quality of 
supervision extended, and to enable the Department to have greater 
flexibility in deploying its resources, the Investment Companies Division 
was integrated with the Trust and Loan Division during the year ended 
March 31, 1984. The resulting Division is now known as the Trust, Loan and 
Investment Companies Division. The integration of the two divisions 
permitted a more efficient use of the resources and contributed to a 
sizeable reduction in the costs of administering the Investment Companies 
Act in the ensuing years. 
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Vs Operations of Canada Deposit Insurance Corporation Under the Act 


Sales finance companies in respect of which the Act imposes 
restrictions on the transfer of their shares and the sale of their 
undertakings to non-residents, may obtain loans from Canada Deposit 
Insurance Corporation for emergency liquidity purposes. Subsection 27(3) of 
the Act provides in part that the Canada Deposit Insurance Corporation shall 
submit to the Superintendent, for inclusion in his Report to the Minister, a 
report of its operations under the Act. The full text of the Report of the 
Chairman of the Canada Deposit Insurance Corporation relating to the period 
under review is reproduced as Appendix C. 


Respectfully submitted, 


R.M. Hammond, 
Superintendent of Insurance. 
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APPENDIX A 


Investment Companies Registered Under the Investment Companies Act as at 
March 31, 1986 


Associates Capital Corporation of LOEOntO, Ontario 
Canada o> 
Corporation de Capital Associés du 
Canada 
Beneficial Canada Inc. Willowdale, Ontario 
Borg-Warner Acceptance Canada Ltd. - Mississauga, Ontario 


Borg-Warner Acceptance Canada, Ltée 


Canadian Pacific Securities Limited - Toronto, Ontario 
Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Chrysier Credit Canada Ltd. - Mississauga, Ontario 
Crédit Chrysler Canada Ltée 


Clark Equipment Credit of Canada, Ltd. - Rexdale, Ontario 
La Société de Crédit des Equipements 
Clark du Canada Ltée 


Commerce-UD Inc. Toronto, Ontario 
Commercial Credit Corporation Limited - Mississauga, Ontario 
La Corporation de Crédit Commercial 
Limitée 
Ford Credit Canada Limited - Oakville, Ontario 


Crédit Ford du Canada Limitée 


Genelcan Limited - Toronto, Ontario 
Genelcan Limitée 


General Motors Acceptance Corporation of 
Canada, Limited - TOLONEO,; sOntanLo 

General Motors Acceptance Corporation 

du Canada, Limitée 


Household Finance Corporation of Canada - Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 
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Hudson's Bay Company Acceptance Limited - Edmonton, Alberta 
Société de Financement des ventes de 
la Baie d'Hudson Limitée 


John Deere Finance Limited - Edmonton, Alberta 
Financement John Deere Limitée 


Mack Financial (Canada), Ltd. - Oakville, Ontario 
Les Financements Mack (Canada) ,Ltée 


National Bank Leasing Inc. - Montréal, Québec 
Le crédit-bail Banque Nationale Inc. 


Navistar Financial Corporation Canada Inc. Burlington, Ontario 
Société de Crédit Navistar du 
Canada Inc. (1) 


RoyNat Inc. - Montréal, Québec 


Simpsons Acceptance Company Limited - Toronto, Ontario 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - Toronto, Ontario 
Société Financiére Sears Inc. 


Sperry Finance Inc. Calgary, Alberta 


The T. Eaton Acceptance Co. Limited - Toronto, Ontario 
Société de Crédit T. Eaton Limitée 


Traders Group Limited - Toronto, Ontario 
Le Groupe Traders Limitée 


Trizec Corporation Ltd. - Calgary, Alberta 
La Corporation Trizec Ltée 


Walter E. Heller, Canada, Ltd. Toronto, Ontario 
White Credit Corporation Oakville, Ontario 
Xerox Canada Finance Inc. Don Mills, Ontario 


Société de Crédit Xerox Canada Inc. 


(1) The company's name was changed from International Harvester Credit 
Corporation of Canada Inc. to its present form on February 28, 1986. 
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APPENDIX B 


Investment Companies Granted Exemption 
Pursuant to Subsection 3(2) 
During the period April 1, 1985 to March 31, 1986 


Candev Financial Services Ltd. Toronto, Ontario 
Candev, Services de Financement 
Ltée 

Canreit Investors Limited Calgary, Alberta 


Canreit Investissements Limitée 


Consol Holdings Canada Limited Montreal, Quebec 
Investissements Consol Canada 
Limitée 

Discount Corporation of New York Toronto, Ontario 


(Canada) Ltd. 


Genstar Financial Corporation Vancouver, B.C. 
Corporation Financiére Genstar 


Honeywell Holdings Limited Willowdale, Ontario 
Honeywell Holdings Limitée 


Royal Trustco Limited Toronto, Ontario 
Royal Trustco Limitée 


APPENDIX C 


Report of Canada Deposit Insurance Corporation 
Co 
Superintendent of Insurance 


Canada Deposit Societé d’assurance-dépéts 
Insurance Corporation du Canada 

1808-112 Kent Street 1808-112 rue Kent 

P.O. Box 2340, Stn. D C.P. 2340, Succ. D 

Ottawa, Ontario Ottawa, Ontario 

K1P 5WS K1P SWS 

(613) 996-2081 (613) 996-2081 

Telex 053-3851 Télex 053-3851 


mane 30 ;, 1936 


Mr. Robert M. Hammond 
Superintendent of Insurance 
Department of Insurance 

122 Bank Street 

Dace One Mss Cl po th. Bloor, 
Jit aw ane Ontario 

BAO eZ 


Dean “Mir. Aammond: 
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Compa es .ACis souwish Lourepoct that the Canada 
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APPENDIX D 
Purposes and Principal Provisions of the Investment Companies Act 


The purpose of the Act is to establish a system of reporting, 
registration and inspection applicable to federally incorporated companies 
that are acting in a substantial way as investment intermediaries and that 
are not otherwise supervised. Described broadly, the Act applies to those 
federally incorporated companies that raise money on the security of debt 
instruments and use some or all of the proceeds (a) to make secured or 
unsecured loans, (b) to purchase bonds, debentures, shares or other 
securities, (c) to purchase instalment sales contracts or other types of 
obligations arising from the sale of goods or services, (d) to invest in 
real property for investment or resale purposes, or (e) to make other 
investments or loans of a Similar nature. 


In legislative terms, a company that uses borrowed funds to make 
purchases, investments or loans of the type described is stated to be 
Carrying on the "business of investment" and to be an "investment company" 
within the meaning of the Act. However, the Act contains provisions whereby 
companies that carry on the "business of investment" may be deemed not to be 
investment companies and thus be excluded from the application of the Act. 
These include (a) securities underwriters, brokers or dealers licensed as 
such under a provincial law, (b) companies whose investing and lending 
activity or use of borrowed funds for investment purposes, measured in terms 
of certain fixed percentages, are not substantial relative to the companies' 
total operations, (c) companies that restrict their investment activities to 
the investment of funds provided by their principal shareholders, (d) non- 
profit corporations incorporated under Part II of the Canada Corporations 
Act and (e) companies that act exclusively or principally as holding 
companies for one or more other corporations operating as manufacturing, 
industrial, commercial or similar non-investment-type enterprises. Financial 
institutions to which other supervisory legislation is applicable are also 
specifically excluded from the scope of the Act. 


In addition to the above-described provisions that have the effect 
of excluding from the scope of the Act certain categories of companies that 
Carry on the "business of investment", the Act contains provisions whereby 
the Minister, in his discretion and having regard to certain factors, may 
grant to companies exemption from the application of the provisions of the 
Act, other than those provisions relating to the restriction on the transfer 
to non-residents of ownership of Canadian-controlled sales finance 
companies. The Minister may exercise this discretionary power in either of 
two main sets of circumstances: first, where the "business of investment" 
Carried on by a company, or a significant portion thereof, is of short 
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duration and is incidental to the principal business of the company; and 
second, where the Minister is satisfied, having regard to such factors as 
the source, amount or nature of a company's borrowings or the extent of the 
integration of the company's activities with those of related companies, it 
is not necessary in the public interest that the Act apply to the company. 


The net result of the features of the legislation described in the 
two preceding paragraphs is to confine the application of the Act to 
companies that are acting as financial intermediaries in a significant way 
and in a manner in which a continuing form of supervision is considered 
appropriate in the public interest. In the case of these companies, the Act 
imposes the following principal requirements: 


(a) companies must make application to the Minister for a certificate 
of registry within certain specified periods of time, such certificate 
serving aS a measure of identification as well as a measure through which 
control can be exercised over the activities of companies to which 
certificates are issued, 


(b) companies are required to file with the Department of Insurance 
annual financial statements and such other information as the Department may 
require from time to time to permit assessment of the companies' ability to 
meet their obligations for borrowed funds, 


(c) companies are required to refrain from making investments and loans 
where there may be a conflict of interest, subject to certain exceptions and 
to certain instances where the Minister may in his discretion grant an 
exemption, 


(d) companies are required to ensure that the auditors appointed to 
audit their affairs meet certain qualifications, which qualifications are 
substantially the same as those specified in federal legislation applicable 
to other financial institutions, 


(e) companies are required to permit examiners appointed by the 
Superintendent of Insurance to examine their books and records at any time, 
and 


(f) companies are required to pay an annual assessment sufficient to 
cover the expenses incurred in connection with the administration of the 
Act, which assessments are based on the amount of the mean assets of the 
companies. 


In addition to the foregoing specific requirements, there is an 
overriding requirement that companies keep themselves in such financial 
position as to demonstrate their ability to meet their obligations for funds 
borrowed by them, the whole aim and purpose of the legislation. A number of 
courses of action are available to the Superintendent and to the Minister to 
ensure so far as possible that only companies whose financial condition is 
satisfactory to that end continue to function as financial intermediaries. 
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A special feature of the legislation is the provisions of sections 
10 and 15 inclusive that are intended to ensure that Canadian-controlled 
sales finance companies remain Canadian-controlled. These provisions place 
restrictions on the transfer of shares of such companies to non-residents 
similar to restrictions contained in federal legislation applicable to other 
financial institutions. They alsc prevent such companies from selling or 
otherwise disposing of the whole or any substantial part of their 
undertakings to non-residents without the approval of the Minister. For 
companies subject to these limitations, provision is made in the Act for 
them to apply for emergency liquidity loans from the Canada Deposit 
Insurance Corporation. 


Le 15 aofit 1986 


L'honorable Tom Hockin 
Ministre d'Etat aux Finances 
Ottawa 


Monsieur, 


Conformément aux exigences de l'article 27 de la Loi 
sur les sociétés d'investissement, je suis heureux de vous 
présenter sous pli mon rapport annuel concernant l'exécution de 
cette Loi. 


Le présent rapport est le quatorziéme rapport annuel et 
concerne la période entre le ler avril 1985 et le 31 mars 1986. 


L'article 27 de la Loi stipule que le rapport doit 6tre 
déposé devant le Parlement par le Ministre dans les quinze jours 
de sa réception ou, si le Parlement ne siége pas A ce moment-la, 
l'un des quinze premiers jours ot il siége par la suite. 


Respectueusement présenté, 


le surintendant des Assurances, 
R.M. Hammond. 
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Rapport concernant l'exécution de la Loi 
sur les sociétés d'investissement 
pour l'exercice terminé le 31 mars 1986 


Nes Introduction 


La Loi sur les sociétés d'investissement recevait la sanction 
royale le 7 avril 1971 et entrait en vigueur le premier janvier i972. 
L'exécution de la Loi reléve du surintendant des Assurances sous la 
direction du ministre des Finances, désigné par le Gouverneur en conseil le 
14 décembre 1971, pour agir a titre de Ministre aux fins de la présente Loi. 
A titre de référence, une description du but et des principales dispositions 
de la Loi figure a l'annexe D du présent rapport. 


L'article 27 de la Loi exige que le surintendant des Assurances 
présente au Ministre un rapport annuel concernant l'exécution de la Loi. Le 
présent rapport constitue le quatorziéme rapport annuel. 

II. Modifications apportées a la Loi et au Réglement 
établi conformément A l'article 32 


Au cours de la période sujette au présent rapport, aucune 
modification n'a été apportée a la Loi ou au Réglement sur les sociétés 
d'investissement établi le 21 décembre 1971 par le décret C.P. 1971-2802. 


AY 


Aucun nouveau Réglement n'a été établi conformément a l'article 32. 
III. Résumé des activités 
Ag Inscription des sociétés 


Durant la période concernée, un certificat d'inscription a été 


délivré en vertu de la Loi, soit le 28 aofit 1985 A la Société de Crédit 
Xérox Canada Inc. ayant son siége social a Don Mills, Ontario. 


Quatre (4) sociétés détenant un certificat d'inscription en vertu 
de la Loi ont cessé d'y @6tre assujetties. Le 10 septembre 1985, Candev, 
Services de Financement Ltée, Canreit Investissements Limitée et Honeywell 
Holdings Limitée ont demandé et regu une exemption des dispositions de la 
Loi en vertu du paragraphe 3(2). Le 26 juin 1985, ce fut au tour des 
Investissements Consol Canada Limitée de se voir accorder une telle 
exemption. 


Au 31 mars 1986, vingt-sept (27) sociétés étaient inscrites aux 
termes de la Loi. Le nom et le lieu du siége social de ces sociétés sont 
indiqués a l'annexe A du présent rapport. L'actif global de ces sociétés, 
déterminé A partir des états financiers déposés A l'égard de l'exercice se 
terminant le 31 mars 1986, s'établissait A 15 milliards de dollars. 


aoeeuie a2 hiya sesrenidamnaits ubvbiaie® 
cre] | e2ve 
teases 


a SME I 


» O1 & 


giis” ge 


el <8 =foidtecasi 


al’ 3h 
—— (tS Wwe 


aaa eof 


«a? 


Lt > eevee Be 


eso 4n2" TL 


oi 66's & 


‘sia 


ErAnm ot 


Patra 


; 1 i £ rFoninicties Loree kag sled eeeres he 


eat SROn iw’ Ze feel ee A rig aioe 


oabiq sh ei peRve eis al op 2100s 


4 is not & ee weds woe 288YS am ebenn2 x0 


7 if gel tees ws {sama ehréipos (+) wise 

mites <eSel suiiieie OL aa <aeisdekkses e128 yipi bee gn Le 
‘{eyeeron 36 o3¢tel! esronenslaaargt sipteed »od3J dnemgotant? ob 
s) ASLNGMNES ane de Sdaameb.3no e439 rs 
$6 See We 208 22° )GBRL drut Bs «(S)€ edqempsisg ub st 


rams aa 


yar Dn 


he me ‘a a 


3° U2Segle fe soeaste 28 
at 2ppkenete sie oh prep es 
aq fuphadn .dasiechT 2ab~ 
eign oh etzia & sigs 1 
jo 4c eG wadsqlTgheh ‘ene 5 
crass Seeiig tp  ‘ompransh’ £ he 


ivepmiaetwe el evr gelaxe bod sf Sh TE fae 
‘aA eon Jeurnta Ieoggey te ee 


erat 2a gar isep @f oud 1 Pee, 


at afataae" i & “Aen STIS VAIS . 


© 


y a 7 
aay! > 


+i os Um dod BE A ebryoeqn beh aia 
ki [vel evaeeede 08. 6L dideseé Jn 


Vow 


ae iy skeasontih ghosveq el socxed 
fon Bl SC thee ,ced sf ob wrvev ne & 


elles of6 195 dts TLE 34 oe bata ananeo foanod attem 


‘ue nesgtoanl Ioetadé whdiizes: (fay 
G2 sécGfcoe ten “b. teigoe oobte abe 
sec 2b isddio zivoa'J igh ath 
‘sb Exper 4 ateoebh 


PRPS O02 


oF sistege 
8162120 96 Brialiila &i 


i ary 


£4 4 


Le tableau suivant révéle le nombre de sociétés inscrites aux 
termes de la Loi, de 1982 a 1986 inclusivement, et l'actif global de ces 
sociétés, déterminé a partir des états annuels non consolidés présentés pour 


chaque exercice financier: 


Nombre de sociétés Actif 
31 mars 1982 37 Se l32) Mist ards 
31 mars 1983 35 Selle sO mae arscdis 
31 mars 1984 Salk $ 10.9 milliards 
31 mars 1985 30 Gy gles) Tilallsteyctel} 
31 mars 1986 Pal SS dB 6(6) Tialalalabetets ie! 


Le tableau suivant indique le nombre de sociétés inscrites au 
31 mars des années 1982 A 1986 inclusivement, selon l'importance de leur 
actif. Les données ont été déterminées de la méme fagon que pour le tableau 


précédent: 


Nombre de sociétés 


Actif O92 Wipe DOGS iy @)1984 geen bteyl9s6 
Moins de $10 millions 3 4 3 4 1 
De $10 a $25 millions uf 1 3 2 2 
De $25 A $50 millions 3 3 2 0 9) 
De $50 a $100 millions 5 5 2 3 4 
De $100 Aa $200 millions i 5 5 5 2 
De $200 A $300 millions 3 7 4 3 4 
De $300 A $500 millions 7 2 4 4 6 
De $500 millions A $1 milliard 6 #4 i) 7 4 
Au-dela de $1 milliard 02 wks #1: a 4 

37 35 31 30 2 


| 
I 
| 
| 
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Au 31 mars 1986, quatre (4) demandes d'inscription étaient en suspens. 
B. Exemption de sociétés 


Le paragraphe 3(2) de la Loi stipule que le Ministre peut, dans 
certaines circonstances et A sa discrétion, exempter une société 
d'investissement de l'application des dispositions de la Loi, autres que des 
dispositions ayant trait au transfert Aa des non-résidents de la propriété 
d'une société de crédit a la vente contrélée par des Canadiens. Le but 
principal de ces dispositions est de permettre au Ministre d'exonérer 
certaines sociétés des exigences relatives a la présentation de rapports, a 
l'inscription et A l'inspection, lorsque les activités d'intermédiaires 
d'investissement de ces sociétés sont de telle nature que l'application des 
dispositions de la Loi n'est pas considérée nécessaire dans l'intérét 
public. 
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Au cours de la période concernée, des exemptions ont été accordées 
a sept (7) sociétés, dont quatre (4) étaient précédemment enregistrées en 
vertu de la Loi. Le nom et le lieu du siége social de celles-ci figurent a 
l'annexe B du présent rapport. 


Depuis l'entrée en vigueur de la Loi jusqu'au 31 mars 1986, un 
total de deux cent soixante-six (266) sociétés ont regu des exemptions 
conformément au paragraphe 3(2) de la Loi. De ce nombre, environ cent 
soixante-seize (176) sont toujours actives. Les autres ont cessé leurs 
opérations. 


oe Autres activités 


Les agents du Département ont continué leurs efforts pour 
a) identifier les sociétés auxquelles la Loi semblait s'appliquer; 
b) examiner le statut des sociétés qui avaient antérieurement regu une 
exemption en vertu du paragraphe 3(2) de la Loi afin de déterminer s'il 
était approprié que de telles exemptions restent en vigueur; et c) faire 
l'inspection des livres, registres et affaires des sociétés, non seulement 
au bureau principal d'affaires mais aussi aux succursales des sociétés 
inscrites. Cette derniére activité vise principalement A confirmer les 
données présentées dans les rapports financiers des sociétés surveillées et 
a recueillir des renseignements additionnels A ceux qui sont exposés dans 
ces rapports. De plus, ces inspections fournissent aux employés du 
Département l'occasion opportune d'examiner les pratiques d'exploitation des 
sociétés. C'est une activité importante puisque des pratiques et des 
contréles inadéquats peuvent entra ner la détérioration de la situation 
financiére d'une société. 


Aucune disposition de la Loi ne précise la fréquence des 
inspections des sociétés d'investissement. Toutefois, dans la pratique, le 
Département effectue une inspection a tous les trois ans, sauf dans des cas 
exceptionnels. 


IV. Frais d'exécution 


Selon l'article 28 de la Loi, les sociétés d'investissement 
doivent payer une cotisation annuelle pour défrayer les dépenses encourues 
lors de l'application de la Loi, au cours de l'exercice financier précédent. 
Le montant cotisé relativement A chaque société varie directement en 
fonction du montant de l'actif moyen de la société. Le tableau suivant 
donne les renseignements relatifs aux frais d'exécution, au montant total de 
l'actif moyen des sociétés cotisées et aux taux de cotisation pour chaque 
million d'actif moyen pour chacun des exercices financiers se terminant le 


A 


31 mars de 1982 a 1986 inclusivement: 
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Taux de cotisation pour 


Frais Chaque million d'actif 
Exercice d'exécution Actif moyen moyen 
1982 $404,563 $12.97 milliards $31.19 
1983 $408,132 $11.94 milliards $34.19 
1984 S Susie $10.89 milliards $34.27 
1985 SPA), ele $11.61 milliards $18.99 
1986 $154,013 $13.64 milliards $11.29 


La diminution de la moyenne de l'actif des compagnies entre les 
années 1982 a 1984 découle de trois facteurs principaux. Premiérement, au 
cours de l'année fiscale 1982, sept (7) compagnies assujetties A la Loi mais 
contr6élées par des banques étrangéres ont été prorogées comme banques de 
1'annexe B en vertu de la Loi sur les banques. Certaines de ces compagnies 
étaient de taille considérable. Deuxiémement, IAC Limitée, jadis la plus 
grande société canadienne de crédit A la vente, a obtenu son statut de 
banque en 1982. Troisiémement, en raison du contexte économique 
défavorable, les compagnies affiliées a des sociétés manufacturiéres ont 
accusé une croissance négative d'environ 1.5 milliard de dollars en 1982 et 


une trés faible croissance en 1983 et 1984. 


Depuis 1984, l'augmentation de la moyenne de l'actif des 
compagnies d'investissement résulte de la reprise économique qui s'est 
principalement fait sentir dans l'industrie automobile et le crédit a la 
consommation. 


Afin de maintenir les frais d'exécution de la Loi a un niveau 
acceptable, sans toutefois diminuer la qualité de la surveillance, et 
d'accorder au Département une plus grande souplesse dans l'affectation de 
ses ressources, la division des sociétés d'investissement a été intégrée a 
la division des compagnies de fiducie et de prét au cours de l'exercice 
financier 1983-1984. La division issue de cette intégration est appelée la 
division des compagnies de fiducie, de prét et d'investissement. I1 en est 
résulté une meilleure utilisation des ressources humaines générant ainsi une 
reduction importante des frais d'exécution de la Loi depuis 1983. 
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V. Opérations de la Société d'assurance-dép6ts du Canada aux termes de la 

Loi 

Les sociétés de crédit a la vente, A 1'égard desquelles la Loi 

impose certaines restrictions sur le transfert des actions et la vente de 
leur entreprise a des non-résidents, peuvent emprunter auprés de la Société 
d'assurance-depéts du Canada en cas de besoins inhabituels. Le paragraphe 
27(3) de la Loi stipule en partie que la Société d'assurance-dépéts du 
Canada doit présenter au surintendant, afin qu'il l'intégre dans son rapport 
au Ministre, un compte rendu de ses activités aux termes de la Loi. Le 
texte intégral du rapport du Président de la Société d'assurance-dépéts du 
Canada pour la période en question est reproduit Aa l'annexe C du présent 
rapport. 


Respectueusement présente, 


le surintendant des Assurances, 
R.M. Hammond. 


ANNEXE A 


Sociétés d'investissement détenant un certificat d'inscription en vertu 
de la Loi sur les sociétés d'investissement 
au 31 mars 1986 


Associates Capital Corporation of Toronto, Ontario 
Canada - 
Corporation de Capital Associés du 
Canada 
Beneficial Canada Inc. Willowdale, Ontario 
Borg-Warner Acceptance Canada Ltd. - Mississauga, Ontario 


Borg-Warner Acceptance Canada, Ltée 


Canadian Pacific Securities Limited - Toronto, Ontario 
Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Chrysler Credit Canada Ltd. - Mississauga, Ontario 
Crédit Chrysler Canada Ltée 


Clark Equipment Credit of Canada, Ltd. - Rexdale, Ontario 
La Société de Crédit des Equipements 
Clark du Canada Ltée 


Commerce-UD Inc. Toronto, Ontario 
Commercial Credit Corporation Limited - Mississauga, Ontario 
La Corporation de Crédit Commercial 
Limitée 
Ford Credit Canada Limited Oakville, Ontario 


Crédit Ford du Canada Limitée 


Genelcan Limited - Toronto, Ontario 
Genelcan Limitée 


General Motors Acceptance Corporation of 
Canada, Limited - Toronto, Ontario 

General Motors Acceptance Corporation 

du Canada, Limitée 


Household Finance Corporation of Canada - Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 
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Hudson's Bay Company Acceptance Limited - 
Société de Financement des ventes de 
la Baie d'Hudson Limitée 


John Deere Finance Limited - 
Financement John Deere Limitée 


Mack Financial (Canada), Ltd. - 
Les Financements Mack (Canada) ,Ltée 


National Bank Leasing Inc. - 
Le crédit-bail Banque Nationale Inc. 


Navistar Financial Corporation Canada Inc. 
Société de Crédit Navistar du Canada Inc. 


RoyNat Inc. 


Simpsons Acceptance Company Limited - 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - 
Société Financiére Sears Inc. 


Sperry Finance Inc. 


The T. Eaton Acceptance Co. Limited - 
Société de Crédit T. Eaton Limitée 


Traders Group Limited - 
Le Groupe Traders Limitée 


ieizZec Cornporacion Ltda. — 
La Corporation Trizec Ltée 


Walter E. Heller, Canada, Ltd. 
White Credit Corporation 


Xerox Canada Finance Inc. 
Société de Crédit Xérox Canada Inc. 


(1) 


Edmonton, Alberta 


Edmonton, Alberta 


Oakville, Ontario 


Montréal, Québec 


Burlington, Ontario 


Montréal, Québec 


Toronto, Ontario 


Toronto, Ontario 


Calgary, Alberta 


Toronto, Ontario 


Toronto, Ontario 


Calgary, Alberta 


Toronto, Ontario 
Oakville, Ontario 


Don Mills, Ontario 


(1) Le nom de la Compagnie de Crédit International Harvester du Canada 
Limitée a été modifié a sa forme actuelle le 28 février 1986. 
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ANNEXE B 


Sociétés d'investissement ayant fait objet d'une exemption 
en vertu du paragraphe 3(2) av cours de la période allant du 
ler avril 1985 au 31 mars 1986 


Candev Financial Services Ltd. Toronto, Ontario 
Candev, Services de Financement Ltée 


Canreit Investors Limited Calgary, Alberta 
Canreit Investissements Limitée 


Consol Holdings Canada Limited Montréal, Quebec 
Investissements Consol Canada Limitée 


Discount Corporation of New York 
(Canada) Ltd. Toronto, Ontario 


Genstar Financial Corporation Vancouver, B.C. 
Corporation Financiere Genstar 


Honeywell Holdings Limited Willowdale, Ontario 
Honeywell Holdings Limitée 


Royal Trustco Limited Toronto, Ontario 
Royal Trustco Limitée 
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ANNEXE C 


Rapport de la Société d'assurance-dépéts du Canada 
au 
surintendant des Assurances 


Canada Deposit Société d'assurance-dépédts 
Insurance Corporation du Canada 

1808-112 Kent Street 1808-112 rue Kent 

P.O. Box 2340, Stn. D C.P. 2340, Succ. D 

Ottawa, Ontario Ottawa, Ontario 

K1P 5W5 K1P 5W5 

(613) 996-2081 (613) 996-2081 

Telex 053-3851 Télex 053-3851 


Ler oO" jut 1986 


Monsieur Robert M. Hammond 
Surintendant des Assurances 
Département des Assurances 
TZ, cue. Sank 

Edifice Jackson, 7e étage 
Ottawa (Ontario) 

K1A OH2 


Cher Monsieur Hammond, 


Tel que spécifié au paragraphe 27(3) de la Loi sur 
les sociétés d'investissement, je désire vous 
informer que la Société d'assurance-dépéts du Canada 
n'a pas exerce d*activités en vertu ‘de la Loi sur 
les sociétés d'investissement au cours de la période 
commencant @e Ver avrit 1985" et se terminant le 

Se Mars Loo 


Veuillez agréer l'assurance de mes sentiments les 
plus distingués. 


Mme: Prasi dent 
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ANNEXE D 
Buts et dispositions principales de la Loi sur les sociétés d'investissement 


La Loi a pour but de mettre sur pied un systéme de rapports, 
d'inscription et d'inspection qui s'applique aux sociétés constituées selon 
la loi fédérale et qui jouent un rédle important comme intermédiaires en 
matiére d'investissement et ne sont pas surveillées d'aucune autre maniére. 
D'une fagon trés générale, la Loi s'applique aux sociétés constituées qui 
relévent du fédéral et qui empruntent de l'argent sur les valeurs de leurs 
titres de créance et utilisent une partie ou la totalité du produit en vue 
de a) faire des préts garantis ou non garantis, b) acheter des 
obligations, des débentures, des actions ou d'autres titres, c) acheter des 
contrats de vente a tempérament ou d'autres genres d'obligations découlant 
de la vente de marchandises ou de services, dad) investir dans des biens 
immobiliers a des fins d'investissement ou de revente, ou, e) faire 
d'autres investissements ou préts d'une nature analogue. 


Selon les termes de la Loi, une société qui affecte des fonds 
empruntés A des achats, des investissements ou des préts du genre décrit est 
tenue pour faire des "“opérations d'investissement" et est qualifiée de 
"société d'investissement" au sens de la Loi. Cependant, aux termes de 
dispositions particuliéres de la Loi, certaines sociétés gui font des 
opérations d'investissement sont réputées ne pas &tre des sociétés 
d'investissement et sont exclues pour cette raison de l'application de la 
Loi. Dans cette catégorie entrent a) les syndicats d'émission, courtiers 
ou commergants en valeurs qui détiennent une licence a ce titre en vertu 
d'une loi provinciale, b) les sociétés dont les opérations d'investissement 
et de prét ot l'affectation des fonds empruntés pour fins d'investissement 
mesures en termes de certains pourcentages fixes, ne sont pas importantes 
relativement A leurs opérations totales, c) les sociétés qui restreignent 
leurs opérations d'investissement a l'investissement de fonds fournis par 
leurs actionnaires principaux, d) les sociétés a but non lucratif 
constituées en vertu de la partie II de la Loi sur les corporations 
canadiennes et, e) les sociétés qui agissent exclusivement ou 
principalement en qualité de sociétés de portefeuille a l'égard d'une ou de 
plusieurs autres sociétés exergant leur activité dans les domaines de la 
production, de l'industrie, du commerce ou d'autres entreprises analogues 
qui ne sont pas classées comme sociétés d'investissement. Les institutions 
financiéres auxquelles s'applique une autre Loi de surveillance sont 
également spécifiquement exclues de la portée de la Loi. 


En plus des dispositions susmentionnées, qui ont pour effet 
d'exclure de la portée de la Loi certaines catégories de sociétés qui font 
des "“opérations d'investissement", la Loi renferme des dispositions selon 
lesquelles, le Ministre, A sa discrétion et eu égard a certains facteurs, 
peut exempter des sociétés de l'application des dispositions de la Loi, sauf 
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actionnaires non-résidants de la propriété de sociétés de crédit a la vente 
contrélées par des Canadiens. Le Ministre peut exercer ce pouvoir 
discrétionnaire dans l'une ou l'autre de deux situations principales: 
premiérement, quand les "opérations d'investissement" faites par une 
société, ou quand une fraction appréciable de celles-ci, sont de courte 
durée et sont accessoires a sa principale activité; et deuxiémement, quand 
le Ministre est convaincu, eu égard a certains facteurs, notamment la 
source, le montant ou la nature des emprunts de la société ou le degré de 
l'intégration des activités de la société avec celles de sociétés 
apparentées, il n'est pas nécessaire dans l'intérét général que la Loi 
s'applique a la société. 


En définitive, les dispositions principales de la Loi décrite dans 
les deux paragraphes précédents est de limiter l'application de la Loi aux 
sociétés qui agissent A titre d'intermédiaires financiers d'une fagon 
importante et de telle maniére qu'une forme continue de surveillance est 
jugée appropriée dans l'intérét général. Dans le cas de ces sociétés, la 
Loi impose les exigences principales suivantes: 


a) les sociétés doivent demander dans un délai précis de leur délivrer 
un certificat d'inscription; ce certificat sert de moyen d'identification 
aussi bien que de moyen d'exercice d'un contréle a effectuer sur les 
activités des sociétés auxquelles des certificats ont été délivrés; 


b) les sociétés doivent présenter au Département des Assurances des 
états financiers annuels et d'autres renseignements que le Département peut 
exiger de temps A autre pour lui permettre de juger si la société peut 
répondre a ses obligations relatives aux fonds empruntés; 


c) les sociétés doivent s'abstenir de faire des investissements et des 
préts dans des domaines qui peuvent créer des conflits d'intérét sous 
réserve de certaines exemptions et de certains cas ol le Ministre peut, a sa 
discrétion, accorder une exemption; 


d) les sociétés doivent s'assurer que les vérificateurs nommés en vue 
de faire la vérification de leurs opérations répondent aA certaines 
exigences, lesquelles sont essentiellement les mémes que celles énoncées 
dans la loi fédérale s'appliquant aux autres institutions financiéres; 


e) les sociétés doivent permettre aux inspecteurs nommés par le 
Surintendent des Assurances d'examiner leurs livres et registres en tout 
temps; et 


f) les sociétés doivent verser une cotisation annuelle suffisante pour 
régler les dépenses que nécessitent 1l'exécution de la Loi et cette 
cotisation est fondée sur le montant de l'actif moyen des societes. 


En plus des exigences précises susmentionnées, il y a une exigence 
primordiale selon laquelle les sociétés doivent se maintenir dans une 
- . . rye. \ . : ld , 
situation financiére qui permette de prouver leur capacite de repondre aux 
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obligations relatives aux fonds qu'elles ont empruntés, ce qui est l'objet 
et la raison d'étre de la Loi. Le Surintendant et le Ministre peuvent 
procéder de diverses fagons pour s'assurer que, dans la mesure du possible, 
seules les sociétés qui sont dans une situation financiére satisfaisante 


A 


peuvent continuer a fonctionner a titre d'intermédiaires financiers. 


Une caractéristique spéciale de la Loi concerne les dispositions 
des articles 10 a 15 inclusivement dont l'objet est d'assurer que les 
sociétés de crédit a la vente appartenant a des Canadiens demeurent sous le 
contréle des Canadiens. Ces dispositions placent des restrictions sur le 
transfert des actions de ces sociétés a des non-résidents; ces restrictions 
sont analogues a celles que renferment la Loi fédérale applicable aux autres 
institutions financiéres. Elles empéchent également ces sociétés de céder a 
des non-résidents par vente ou aliénation ou d'aliéner l'ensemble ou une 
partie importante de leur entreprise sans l'approbation du Ministre. Pour 
les sociétés assujetties A ces restrictions, la Loi prévoit qu'elles peuvent 
faire une demande de préts d'urgence en argent liquide auprés de la Société 
d'assurance-dep6ts du Canada. 
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ou par la poste auprés du: 


Centre d’édition du gouvernement du Canada 


Approvisionnements et Services Canada 


Ottawa, (Canada) K1A 0S9 
No de catalogue IN3-12/1987 au Canada: $6.00 
ISBN 0-660-53760-5 alétranger: $7.20 
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October 30, 1987 


The Honourable Tom Hockin 
Minister of State, Finance 
Ottawa 


Savas 


In accordance with the requirements of section 27 of the 
Investment Companies Act, I have the honour to submit herewith my 
Annual Report on the administration of the Act. 


The accompanying Report is the Fifteenth Annual Report and 
it covers the period April 1, 1986 to March 31, 1987. 


Section 27 of the Act specifies that the Report shall be 
laid before Parliament by the Minister within fifteen days after the 
receipt thereof or, if Parliament is not then sitting, on any of the 
first fifteen days next thereafter that Parliament is sitting. 


Respectfully submitted, 


M. A. Mackenzie 
Superintendent of Financial 
Institutions 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1987 


eee 


1G Introduction 


The Investment Companies Act received Royal Assent on April 7, 
1971 and was brought into force effective January 1, 1972. Administration 
of the Act rests with the Superintendent of Financial Institutions under the 
direction of the Minister of Finance who was designated by the Governor in 
Council on December 14, 1971 to act as the Minister for the purposes of the 
Act. The purposes and principal provisions of the Act are described, for 
reference purposes, in Appendix D to this Report. 


Section 27 of the Act requires the Superintendent of Financial 
Institutions to report annually to the Minister on the administration of the 
Act. This is the fifteenth Annual Report. 


II. Amendments to Act and Regulations Made Pursuant to Section 32 


During the year covered by this Report, there were no amendments 
to the Act or to the Investment Companies Regulations made by Order in 
Council P.C. 1971-2802 on December 21, 1971. No new Regulations were made 
pursuant to section 32 of the Act. 


III. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, no company was granted a 
new certificate of registry under the Act. 


During the period, four (4) companies that held certificates of 
registry under the Act were granted exemption from the provisions of the Act 
pursuant to subsection 3(2) thereof: White Credit Corporation on June 12, 
1986; Walter E. Heller, Canada, Ltd. on June 24, 1986; John Deere Finance 
Limited on September 25, 1986; and McCullagh Leasing Ltd. (formerly 
Commercial Credit Corporation Limited) on October 23, 1986. 


There were twenty-three (23) companies registered under the Act at 
March 31, 1987. The names and locations of the head offices of these 
companies are shown in Appendix A to this Report. The assets of these 
companies, determined from the financial reports filed by them in respect of 
their fiscal years completed during the year ended March 31, 1987, amounted 
in aggregate to $18.3 billion. 
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The following table shows the number of companies registered under 
the Act as at March 31 of each of the years 1983 to 1987, inclusive, and the 
aggregate assets of such companies as determined from the non-consolidated 
annual statements filed by them for each of such years: 


Number of Companies Assets of Companies 
March 31, 1983 35 Sil. 9epilliion 
March 31, 1984 31 $10.9 billion 
igeWetehoy SHE ARS {S}s) 30 SZ oe Das ieion 
Manches i ,. /986 27 SUSs0) baelaion 
March 31, 1987 23 $18.3 billion 


The following table provides a breakdown by asset size of 
companies registered under the Act as at March 31 of each of the years 1983 
to 1987, inclusive, the data respecting assets having been determined in the 
same manner as that for the immediately preceding table: 


Asset Size of Company Number of Companies 
1983 1984 1985 1986 Shey 7) 


Under $10 million 4 3 4 We 0) 
$10 - $25 million af 3 2 Pe al 
$25 - $50 million fe 2 @) ) 9) 
$50 - $100 million 5 2 3 4 1 
$100 - $200 million 5 5 5 2 4 
S200m—-) 195300 milion 7 4 3 4 1 
$300 — $500 million 2 4 4 6 8 
$500 - $1000 million 7 7 7 4 3 
$1000 million and over ee ae Ye _4 5 

35 Bit 30 PAG 23 


At March 31, 1987, one (1) application for registration was 
pending. 


Be Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain 
circumstances, the Minister has the discretion to grant to an investment 
company exemption from the application of the provisions of the Act, other 
than the provisions relating to the transfer to non-residents of ownership 
of Canadian-controlled sales finance companies. These exemption provisions 
were intended primarily to permit the Minister to grant relief from the 
reporting, registration and inspection provisions of the Act to companies 
whose activities as financial intermediaries are of a nature that compliance 
with such provisions of the legislation is not considered necessary in the 
public interest. 
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During the period covered by this Report, six (6) companies were 
granted exemptions, four (4) of which had previously been registered. The 
hames and the locations of the head offices of these companies are shown in 
Appendix B. 


A total of two hundred and seventy-three (273) companies have been 
granted exemptions pursuant to subsection 3(2) of the Act from the date the 
Act came into force to March 31, 1987 and approximately one hundred eighty 
(180) of these exempted companies remain in existence, the balance having 
ceased operations. 


om Other Activities 


During the period under review, staff of the Office of the 
Superintendent of Financial Institutions continued to carry out at the 
principal as well as at branch offices of registered companies examinations 
of the books, records and affairs of the companies. The latter activity is 
directed primarily towards verification of data presented in the financial 
reports of supervised companies and to the obtaining of information 
supplementary to that contained in such reports. In addition, such 
examinations enable staff of the Office to review at first hand the 
operating practices of companies. This is important since poor operating 
practices and controls may well weaken a company's financial position. 


The Investment Companies Act does not stipulate specific 
requirements pertaining to frequency of examinations of investment 
companies. However, the Office has adopted the practice of examining 
investment companies once every three years, unless otherwise warranted. 


IV. Costs of Administration 


Pursuant to section 28 of the Act, investment companies are to be 
assessed annually to cover the expenses incurred in connection with the 
administration of the Act during the immediately preceding fiscal year. The 
assessment made against each company varies directly with the amount of the 
mean assets of the company. The following table provides information 
relating to the costs of administration, the aggregate amount of the mean 
assets of companies assessed and the rate of assessment per $1 million of 
mean assets for each of the fiscal years ended March 31, 1983 to 
March 31, 1987, inclusive: 


Costs of Mean Assets Rate per $1 Million 
Year Administration of Companies of Mean Assets 
1983 $408,132 $11.94 billion $34.19 
1984 $373,216 $10.89 billion $34.27 
1985 $220,512 $11.61 billion $18.99 
1986 $154,013 $13.64 billion $11.29 


1987 $202,098 $16.41 billion $12.31 
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The increase in the mean assets of the investment companies in the 
fiscal years 1984 through 1987 results from the general economic recovery 
which has affected areas such as car sales and consumer credit. 


Wes Operations of Canada Deposit Insurance Corporation under the Act 


Sales finance companies in respect of which the Act imposes 
restrictions on the transfer of their shares and the sale of their 
undertakings to non-residents, may obtain loans from Canada Deposit 
Insurance Corporation for emergency liquidity purposes. Subsection 27(3) of 
the Act provides in part that the Canada Deposit Insurance Corporation shall 
submit to the Superintendent, for inclusion in his Report to the Minister, a 
report of its operations under the Act. The Report of the Chairman of the 
Canada Deposit Insurance Corporation relating to the period under review is 
reproduced as Appendix C. 


Respectfully submitted, 


M. A. Mackenzie 
Superintendent of Financial 
Institutions 
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APPENDIX A 


Investment Companies registered under the Investment Companies Act as at 


March 31, 1987 


_ SSS 


Associates Capital Corporation of 
Canada - 

Corporation de Capital Associés 

du Canada 


Beneficial Canada Inc. 


Borg-Warner Acceptance Canada Ltd. 
Borg-Warner Acceptance Canada, Ltée 


Canadian Pacific Securities Limited - 
Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Chrysler Credit Canada Ltd. - 
Crédit Chrysler Canada Ltée 


Clark Equipment Credit of Canada, Ltd. - (1) 
La Société de Crédit des Equipements 
Clark du Canada Ltée 


Commerce-UD Inc. (1) 


Ford Credit Canada Limited - 
Crédit Ford du Canada Limitée 


GE Credit Equipment Finance Inc. - (2) 
Financement d'équipement Crédit GE Inc. 


Genelcan Limited - 
Genelcan Limitée 


General Motors Acceptance Corporation of 
Canada, Limited - 

General Motors Acceptance Corporation 

du Canada, Limitée 


Household Finance Corporation of Canada - 
La Compagnie de Finance Household du 
Canada 


Toronto, Ontario 


Willowdale, Ontario 


Mississauga, Ontario 


Toronto, Ontario 


Mississauga, Ontario 


Rexdale, Ontario 


Toronto, Ontario 


Oakville, Ontario 


Burlington, Ontario 


TOrOnNnto, Ontarlo 


Toronto, Ontario 


Toronto, Ontario 
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Hudson's Bay Company Acceptance Limited - 
Société de Financement des ventes de 
la Baie d'Hudson Limitée 


Mack Financial (Canada), Ltd. - 
Les Financements Mack (Canada), Ltée 


National Bank Leasing Inc. - 
Le crédit-bail Banque Nationale Inc. 


RoyNat Inc. 


Simpsons Acceptance Company Limited - 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - 
Société Financiére Sears Inc. 


Sperry Finance Inc. 


The T. Eaton Acceptance Co. Limited - 
Société de Crédit T. Eaton Limitée 


Traders Group Limited - 
Le Groupe Traders Limitée 


Trizec Corporation Ltd. - 
La Corporation Trizec Ltée 


Xerox Canada Finance Inc. 
Société de Crédit Xerox Canada Inc. 


Edmonton, Alberta 


Oakville, Ontario 


Montréal, Québec 


Montreal, Québec 


Toronto, Ontario 


LOGONLO), cOltcarte 


Calgary, Alberta 


Toronto, Ontario 


Toronto, Ontario 


Calgary, Alberta 


Don Mills, Ontario 


(1) Subsequent to March 31, 1987, Clark Equipment Credit of Canada, Ltd. 
and Commerce-UD Inc. were granted exemption from the provisions of the 


Act. 


(2) Formerly Navistar Financial Corporation Canada Inc. - Société de 


Crédit Navistar du Canada Inc. 
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APPENDIX B 


Investment Companies Granted Exemption 
pursuant to Subsection 3(2) 
during the period April 1, 1986 to March 31, 1987 


Cemp Investments Ltd. Montreal, Quebec 


John Deere Finance Limited - * Eadmonton, Alberta 
Financement John Deere Limitée 


McCullagh Leasing Ltd. »* Mississauga, Ontario 
(formerly Commercial Credit 
Corporation Limited - La Corporation 
de Crédit Commercial Limitée) 


Walter E. Heller, Canada, Ltd. * Toronto, Ontario 
White Credit Corporation * Oakville, Ontario 
151896 Canada Inc. St-Canut, Quebec 


x These companies were previously registered under the Investment 
Companies Act. 
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APPENDIX C 


Report of Canada Deposit Insurance Corporation 
to 
Superintendent of Financial Institutions 


Canada Deposit Société d'assurance-dépéts 
Insurance Corporation du Canada 


R.A. McKinlay 


Cnaeman of the Board President du conse! d administration 


CU oO pee oO? 


Mr. M.A. Mackenzie 

Superintendent of Financial 
Institutions 

240 Sparks Street 


lst Floor - West Tower 
Ottawa, Ontario 
K1P 6C9 


Dear Mr. Mackenzie: 


Purscuante oO 'Ssubsecteron  27(3) of "they Investment 
CompaniesmeACe, ols wish tovireport that the Canada Deposit 
Insurance Corporation had no operations under the Investment 
Companies Act during the period commencing April 1, 1986 and 


ending on “March 31, i a Wee 
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APPENDIX D 
Purposes and Principal Provisions of the Investment Companies Act 


—_—_ SSSESeSSSSSSSSSFeFeFesese 


The purpose of the Act is to establish a system of reporting, 
registration and inspection applicable to federally incorporated companies 
that are acting in a substantial way as investment intermediaries and that 
are not otherwise supervised. Described broadly, the Act applies to those 
federally incorporated companies that raise money on the security of debt 
instruments and use some or all of the proceeds (a) to make secured or 
unsecured loans, (b) to purchase bonds, debentures, shares or other 
securities, (c) to purchase instalment sales contracts or other types of 
obligations arising from the sale of goods or services, (d) to invest in 
real property for investment or resale purposes, or (e) to make other 
investments or loans of a Similar nature. 


In legislative terms, a company that uses borrowed funds to make 
purchases, investments or loans of the type described is stated to be 
carrying on the "business of investment" and to be an "investment company" 
within the meaning of the Act. However, the Act contains provisions whereby 
companies that carry on the "business of investment" may be deemed not to be 
investment companies and thus be excluded from the application of the Act. 
These include (a) securities underwriters, brokers or dealers licensed as 
such under a provincial law, (b) companies whose investing and lending 
activity or use of borrowed funds for investment purposes, measured in terms 
of certain fixed percentages, are not substantial relative to the companies' 
total operations, (c) companies that restrict their investment activities to 
the investment of funds provided by their principal shareholders, (d) non- 
profit corporations incorporated under Part II of the Canada Corporations 
Act and (e) companies that act exclusively or principally as holding 
companies for one or more other corporations operating as manufacturing, 
industrial, commercial or similar non-investment-type enterprises. Financial 
institutions to which other supervisory legislation is applicable are also 
specifically excluded from the scope of the Act. 


In addition to the above-described provisions that have the effect 
of excluding from the scope of the Act certain categories of companies that 
; Carry on the “business of investment", the Act contains provisions whereby 
the Minister, in his discretion and having regard to certain factors, may 
grant to companies exemption from the application of the provisions of the 
Act, other than those provisions relating to the restriction on the transfer 
to non-residents of ownership of Canadian-controlled sales finance 
companies. The Minister may exercise this discretionary power in either of 
two main sets of circumstances: first, where the "business of investment" 
carried on by a company, or a significant portion thereof, is of short 
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duration and is incidental to the principal business of the company; and 
second, where the Minister is satisfied, having regard to such factors as 
the source, amount or nature of a company's borrowings or the extent of the 
integration of the company's activities with those of related companies, it 
is not necessary in the public interest that the Act apply to the company. 


The net result of the features of the legislation described in the 
two preceding paragraphs is to confine the application of the Act to 
companies that are acting as financial intermediaries in a significant way 
and in a manner in which a continuing form of supervision is considered 
appropriate in the public interest. In the case of these companies, the Act 
imposes the following principal requirements: 


(a) companies must make application to the Minister for a certificate 
of registry within certain specified periods of time, such certificate 
serving as a measure of identification as well as a measure through which 
control can be exercised over the activities of companies to which 
certificates are issued, 


(b) companies are required to file with the Office of the 
Superintendent of Financial Institutions annual financial statements and 
such other information as the Office may require from time to time to permit 
assessment of the companies' ability to meet their obligations for borrowed 
funds, 


(c) companies are required to refrain from making investments and loans 
where there may be a conflict of interest, subject to certain exceptions and 
to certain instances where the Minister may in his discretion grant an 
exemption, 


(a) companies are required to ensure that the auditors appointed to 
audit their affairs meet certain qualifications, which qualifications are 
substantially the same as those specified in federal legislation applicable 
to other financial institutions, 


(e) companies are required to permit examiners appointed by the 
Superintendent of Financial Institutions to examine their books and records 
at any time, and 


(f) companies are required to pay an annual assessment sufficient to 
cover the expenses incurred in connection with the administration of the 
Act, which assessments are based on the amount of the mean assets of the 
companies. 
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In addition to the foregoing specific requirements, there is an 
overriding requirement that companies keep themselves in such financial 
position as to demonstrate their ability to meet their obligations for funds 
borrowed by them, the whole aim and purpose of the legislation. A number of 
courses of action are available to the Superintendent and to the Minister to 
ensure so far as possible that only companies whose financial condition is 
satisfactory to that end continue to function as financial intermediaries. 


A special feature of the legislation is the provisions of sections 
10 and 15 inclusive that are intended to ensure that Canadian-controlled 
sales finance companies remain Canadian-controlled. These provisions place 
restrictions on the transfer of shares of such companies to non-residents 
Similar to restrictions contained in federal legislation applicable to other 
financial institutions. They also prevent such companies from selling or 
otherwise disposing of the whole or any substantial part of their 
undertakings to non-residents without the approval of the Minister. For 
companies subject to these limitations, provision is made in the Act for 
them to apply for emergency liquidity loans from the Canada Deposit 
Insurance Corporation. 
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le 30 octobre, 1987 


L'honorable Tom Hockin 
Ministre d'Etat aux Finances 
Ottawa 


Monsieur, 


Conformément aux exigences de l'article 27 de la Loi sur les 
sociétés d'investissement, je suis heureux de vous présenter sous pli 
mon rapport annuel concernant l'exécution de cette Loi. 


Le présent rapport est le quinziéme rapport annuel et 
concerne la période entre le ler avril 1986 et le 31 mars 1987. 


L'article 27 de la Loi stipule que le rapport doit étre 
déposé devant le Parlement par le Ministre dans les quinze jours de sa 
réception ou, si le Parlement ne siége pas a ce moment-la, l'un des 
quinze premiers jours ol il siége par la suite. 


Respectueusement présente, 


Le surintendant des 
institutions financiéres, 
M. A. Mackenzie 
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Rapport concernant l'exécution de la Loi 
sur les sociétés d'investissement 
pour l'exercice terminé le 31 mars 1987 


Ls Introduction 


La Loi sur les sociétés d'investissement recevait la sanction 
royale le 7 avril 1971 et entrait en vigueur le premier janvier 1972. 
L'exécution de la Loi reléve du surintendant des institutions financiéres 
sous la direction du ministre des Finances, désigné par le Gouverneur en 
conseil le 14 décembre 1971, pour agir Aa titre de Ministre aux fins de la 
présente Loi. A titre de référence, une description du but et des 
principales dispositions de la Loi figure A l'annexe D du présent rapport. 


L'article 27 de la Loi exige que le surintendant des institutions 
financiéres présente au Ministre un rapport annuel concernant l'exécution de 
la Loi. Le présent rapport constitue le quinziéme rapport annuel. 


II. Modifications apportées Aa la Loi et au Réglement 
établi conformément a l'article 32 


Au cours de la période sujette au présent rapport, aucune 
modification n'a été apportée A la Loi ou au Réglement sur les sociétés 
d'investissement établi le 21 décembre 1971 par le décret C.P. 1971-2802. 


AY 


Aucun nouveau Réglement n'a été établi conformément a l'article 32. 
III. Résumé des activités 
A. Inscription des societés 


Durant la période concernée, aucun certificat d'inscription a été 
délivré en vertu de la Loi. 


Quatre (4) sociétés détenant un certificat d'inscription en vertu 
de la Loi ont été exemptées de l'application de la Loi en vertu du 
paragraphe 3(2): White Credit Corporation, le 12 juin 1986; Walter E. 
Heller, Canada, Ltd., le 24 juin 1986; Financement John Deere Limitée, le 25 
septembre 1986 et McCullagh Leasing Ltd. (auparavant La Corporation de 
Crédit Commercial Limitée), le 23 octobre 1986. 


Au 31 mars 1987, vingt-trois (23) sociétés étaient inscrites aux 
termes de la Loi. Le nom et le lieu du siége social de ces socieétés sont 
indiqués a l'annexe A du présent rapport. L'actif global de ces sociétés, 
déterminé Aa partir des états financiers déposés a l'égard de l'exercice se 
terminant le 31 mars 1987, s'établissait a 18.3 milliards de dollars. 
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Le tableau suivant révéle le nombre de sociétés inscrites aux 
termes de la Loi, de 1983 a 1987 inclusivement, et l'actif global de ces 
sociétés, déterminé a partir des états annuels non consolidés présentés pour 


chaque exercice financier: 


Nombre de sociétés Actif 
31 mars 1983 35 $11.9 milliards 
31 mars 1984 Si $10.9 milliards 
31 mars 1985 30 Si2.3 milliands 
31 mars 1986 Za $15.0 milliards 
31 mars 1987 vA) $18.3 milliards 


Le tableau suivant indique le nombre de sociétés inscrites au 
31 mars des années 1983 A 1987 inclusivement, selon l'importance de leur 
actif. Les données ont été déterminées de la méme fagon que pour le tableau 


précédent: 


Nombre de sociétés 


Actif 1983 1984 1985 1986 1987 
Moins de $10 millions 4 3 4 1 @) 
De $10 A $25 millions a 3 2 2 BE 
De $25 A $50 millions 3 2 @) 9) @) 
De $50 a $100 millions 5 Z 3 4 1 
De $100 A $200 millions 5 5 5 2 4 
De $200 a $300 millions | 4 3 4 1 
De $300 A $500 millions 2 4 4 6 8 
De $500 millions A $1 milliard 4 7 a 4 3 
Au-dela de $1 milliard ae mak eA _4 es) 
35 <0) 30 a4 3 


Au 31 mars 1987, une (1) demande d'inscription était en suspens. 
B. Exemption de sociétés 


Le paragraphe 3(2) de la Loi stipule que le Ministre peut, dans 
certaines circonstances et a sa discrétion, exempter une société 
d'investissement de l'application des dispositions de la Loi, autres que des 
dispositions ayant trait au transfert Aa des non-résidents de la propriété 
d'une société de crédit Aa la vente contrélée par des Canadiens. Le but 
principal de ces dispositions est de permettre au Ministre d'exonérer : 
certaines sociétés des exigences relatives a la présentation de rapports, a 
l'inscription et A l'inspection, lorsque les activités d'intermédiaires 
d'investissement de ces sociétés sont de telle nature que l'application des 
dispositions de la Loi n'est pas considérée nécessaire dans l'intérét 
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Au cours de la période concernée, des exemptions ont été accordées 
a six (6) sociétés, dont quatre (4) étaient précédemment inscrites aux 
termes de la Loi. Le nom et le lieu du siége social de celles-ci figurent a 
l'annexe B du présent rapport. 


Depuis l'entrée en vigueur de la Loi jusgqu'au 31 mars 1987, un 
total de deux cent soixante-treize (273) sociétés ont regu des exemptions 
conformément au paragraphe 3(2) de la Loi. De ce nombre, environ cent 
quatre-vingt (180) sont toujours actives. Les autres ont cessé leurs 
opérations. 


Gy Autres activités 


Les agents du Bureau du surintendant des institutions financiéres 
ont continué de faire l'inspection des livres, registres et affaires des 
societés, non seulement au bureau principal d'affaires mais aussi aux 
succursales des sociétés inscrites. Cette derniére activité vise 
principalement a confirmer les données présentées dans les rapports 
financiers des sociétés surveillées et A recueillir des renseignements 
additionnels a ceux qui sont exposés dans ces rapports. De plus, ces 
inspections fournissent aux employés du Bureau l'occasion opportune 
d'examiner les pratiques d'exploitation des sociétés. C'est une activité 
importante puisque des pratiques et des contrdles inadéquats peuvent 
entrainer la détérioration de la situation financiére d'une société. 


Aucune disposition de la Loi ne précise la fréquence des 
inspections des sociétés d'investissement. Toutefois, dans la pratique, le 
Bureau effectue une inspection A tous les trois ans, sauf dans des cas 
exceptionnels. 


IV. Frais d'exécution 


Selon l'article 28 de la Loi, les sociétés d'investissement 
doivent payer une cotisation annuelle pour défrayer les dépenses encourues 
lors de l'application de la Loi, au cours de l'exercice financier précédent. 
Le montant cotisé relativement A chaque société varie directement en 
fonction du montant de l'actif moyen de la société. Le tableau suivant 
donne les renseignements relatifs aux frais d'exécution, au montant total de 
l'actif moyen des sociétés cotisées et aux taux de cotisation pour chaque 
million d'actif moyen pour chacun des exercices financiers se terminant le 


a 


31 mars de 1983 a 1987 inclusSivement: 
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Taux de cotisation pour 


Frais Chaque million da'actif 
Exercice d'exécution Actif moyen moyen 
1983 $408,132 $11.94 milliards $34.19 
1984 $373,216 $10.89 milliards $34.27 
1985 $220,512 $11.61 milliards $18.99 
1986 $154,013 $13.64 milliards $11.29 
1987 $202,098 $16.41 milliards Sizesd 


Depuis 1984, l'augmentation de la moyenne de l'actif des 
compagnies d'investissement résulte de la reprise économique qui s'est 
principalement fait sentir dans l'industrie automobile et le crédit a la 
consommation. 


V. Opérations de la Société d'assurance-dépdts du Canada aux termes de la 
Loi 


Les sociétés de crédit a la vente, Aa l'égard desquelles la Loi 
impose certaines restrictions sur le transfert des actions et la vente de 
leur entreprise a des non-residents, peuvent emprunter auprés de la Société 
d'assurance-dépéts du Canada en cas de besoins inhabituels. Le paragraphe 
27(3) de la Loi stipule en partie que la Société d'assurance-dépéts du 
Canada doit présenter au surintendant, afin qu'il l'intégre dans son rapport 
au Ministre, un compte rendu de ses activités aux termes de la Loi. Le 
rapport du Président de la Société d'assurance-dépdts du Canada pour la 
période en question est reproduit A l'tannexe C du présent rapport. 


Respectueusement présenté, 


Le surintendant des 
institutions financiéres, 
M. A. Mackenzie 
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ANNEXE A 


Societés d'investissement détenant un certificat d'inscription en vertu 
de la Loi sur les sociétés d'investissement 
au 31 mars 1987 


Associates Capital Corporation of Toronto, Ontario 
Canada - 
Corporation de Capital Associés 
du Canada 
Beneficial Canada Inc. Willowdale, Ontario 
Borg-Warner Acceptance Canada Ltd. - Mississauga, Ontario 


Borg-Warner Acceptance Canada, Ltée 


Canadian Pacific Securities Limited - Toronto, Ontario 
Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Chrysler Credit Canada Ltd. - Mississauga, Ontario 
Crédit Chrysler Canada Ltée 


Clark Equipment Credit of Canada, Ltd. - (1) Rexdale, Ontario 
La Société de Crédit des Equipements 
Clark du Canada Ltée 


Commerce-UD Inc. (1) Toronto, Ontario 


Ford Credit Canada Limited - Oakville, Ontario 
Crédit Ford du Canada Limitée 


GE Credit Equipment Finance Inc. - (2) Burlington, Ontario 
Financement d'équipement Crédit GE Inc. 


Genelcan Limited - Toronto, Ontario 
Genelcan Limitée 


General Motors Acceptance Corporation of 
Canada, Limited - Toronto, Ontario 

General Motors Acceptance Corporation 

du Canada, Limitée 


Household Finance Corporation of Canada - Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 
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Hudson's Bay Company Acceptance Limited - Edmonton, Alberta 
Société de Financement des ventes de 
la Baie d'Hudson Limitée 


Mack Financial (Canada), Ltd. - Oakville, Ontario 
Les Financements Mack (Canada), Ltée 


National Bank Leasing Inc. - Montréal, Québec 
Le crédit-bail Banque Nationale Inc. 


RoyNat Inc. Montréal, Québec 


Simpsons Acceptance Company Limited - Toronto, Ontario 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - Toronto, Ontario 
Société Financiére Sears Inc. 


Sperry Finance Inc. Calgary, Alberta 


The T. Eaton Acceptance Co. Limited - Toronto, Ontario 
Société de Crédit T. Eaton Limitée 


Traders Group Limited - Toronto, Ontario 
Le Groupe Traders Limitée 


ie zZecCOGEpOratLon, Ltd. — Calgary, Alberta 
La Corporation Trizec Ltée 


Xerox Canada Finance Inc. - Don Mills, Ontario 
Société de Crédit Xérox Canada Inc. 


(1) Depuis le 31 mars 1987, La Société de Crédit des Equipements Clark du 
Canada Ltée et Commerce-UD Inc. ont été exemptées de l'application de 
la Loi. 


(2) Antérieurement, Navistar Financial Corporation Canada Inc. - Société de 
Crédit Navistar du Canada Inc. 
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ANNEXE B 


Sociétés d'investissement ayant fait objet d'une exemption 
en vertu du paragraphe 3(2) au cours de la période allant du 
ler avril 1986 au 31 mars 1987 


Cemp Investments Ltd. Montréal, Quebec 


John Deere Finance Limited - * Edmonton, Alberta 
Financement John Deere Limitée 


McCullagh Leasing Ltd. * Mississauga, Ontario 
(auparavant La Corporation de 
Crédit Commercial Limitée - 
Commercial Credit Corporation) 


Walter E. Heller, Canada, Ltd. * Toronto, Ontario 
White Credit Corporation x Oakville, Ontario 
151896 Canada Inc. St-Canut, Quebec 


x Ces compagnies étaient antérieurement inscrites sous la Loi sur les 
sociétés d'investissement. 
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ANNEXE C 


Rapport de la Société d'assurance-dépéts du Canada 
au 
surintendant des institutions financiaéres 


—————— 


Canada Deposit Societe d'assurance-depots 
Insurance Corporation du Canada 


R.A. McKinlay 


Chaeman cf the Buard Pres fant du consei d administrator 


Des UOMe TU eet etl o.0.7 


Monsieur M.A. Mackenzie 

Surintendant des institutions 
financiéres 

240, rue Sparks 


i, étage - Tour ouest 
Ottawa (Ontario) 
K1P 6C9 


Cher Monsieur Mackenzie, 


Tel que spécifieé au paragraphe 27(3) de la Loi sur 
les sociétés d'investissement, je désire vous informer que 
la Société d'assurance-dépéts du Canada n'a pas exerceé 
Gi aGBivaces arene, .wertu de la Loi sur les sociétés 
d'investissement au cours de la période commengant le l : 
avila! 98 6uebssenterminant e351. mars.1987.. 


Veuillez agréer 1l'assurance de mes sentiments les 


plus distingués. 
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ANNEXE D 
Buts et dispositions principales de la Loi sur les sociétés d'investissement 


La Loi a pour but de mettre sur pied un systéme de rapports, 
d'inscription et d'inspection qui s'applique aux sociétés constituées selon 
la loi fédérale et qui jouent un rédle important comme intermédiaires en 
matiére d'investissement et ne sont pas surveillées d'aucune autre maniére. 
D'une fagon trés générale, la Loi s'applique aux sociétés constituées qui 
relévent du fédéral et qui empruntent de l'argent sur les valeurs de leurs 
titres de créance et utilisent une partie ou la totalité du produit en vue 
de a) faire des préts garantis ou non garantis, b) acheter des 
obligations, des débentures, des actions ou d'autres titres, c) acheter des 
contrats de vente a tempérament ou d'autres genres d'obligations découlant 
de la vente de marchandises ou de services, da) investir dans des biens 
immobiliers a des fins d'investissement ou de revente, ou, e) faire 
d'autres investissements ou préts d'une nature analogue. 


Selon les termes de la Loi, une société qui affecte des fonds 
empruntés a des achats, des investissements ou des préts du genre décrit est 
tenue pour faire des “opérations d'investissement" et est qualifiée de 
"société d'investissement" au sens de la Loi. Cependant, aux termes de 
dispositions particuliéres de la Loi, certaines sociétés qui font des 
opérations d'investissement sont réputées ne pas @6tre des sociétés 
d'investissement et sont exclues pour cette raison de l'application de la 
Loi. Dans cette catégorie entrent a) les syndicats d'émission, courtiers 
ou commergants en valeurs qui détiennent une licence a ce titre en vertu 
d'une loi provinciale, b) les sociétés dont les opérations d'investissement 
et de prét ot l'affectation des fonds empruntés pour fins d'investissement 
mesurés en termes de certains pourcentages fixes, ne sont pas importantes 
relativement A leurs opérations totales, c) les sociétés qui restreignent 
leurs operations d'investissement a l'investissement de fonds fournis par 
leurs actionnaires principaux, d) les sociétés a but non lucratif 
constituées en vertu de la partie II de la Loi sur les corporations 
Canadiennes et, e) les sociétés qui agissent exclusivement ou 
principalement en qualité de sociétés de portefeuille a l1'égard d'une ou de 
plusieurs autres sociétés exergant leur activité dans les domaines de la 
production, de l'industrie, du. commerce ou d'autres entreprises analogues 
qui ne sont pas classées comme sociétés d'investissement. Les institutions 
financiéres auxquelles s'applique une autre Loi de surveillance sont 
également spécifiquement exclues de la portée de la Loi. 


En plus des dispositions susmentionnées, qui ont pour effet 
d'exclure de la portée de la Loi certaines catégories de sociétés qui font 
des “opérations d'investissement", la Loi renferme des dispositions selon 
lesquelles, le Ministre, a sa discrétion et eu égard a certains facteurs, 
peut exempter des sociétés de l'application des dispositions de la Loi, sauf 
celles ayant trait a la restriction concernant le transfert a des 
actionnaires non-résidants de la propriété de sociétés de crédit a la vente 
contré6lées par des Canadiens. Le Ministre peut exercer ce pouvoir 
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discrétionnaire dans l'une ou l'autre de deux situations principales: 
premiérement, quand les "opérations d'investissement" faites par une 
société, ou quand une fraction appréciable de celles-ci, sont de courte 
durée et sont accessoires A sa principale activité; et deuxiémement, quand 
le Ministre est convaincu, eu égard A certains facteurs, notamment la 
source, le montant ou la nature des emprunts de la société ou le degré de 
l'intégration des activités de la société avec celles de sociétés 
apparentées, il n'est pas nécessaire dans l'intérét général que la Loi 
s'applique A la société. 


En définitive, les dispositions principales de la Loi décrite dans 
les deux paragraphes précédents est de limiter l'application de la Loi aux 
sociétés qui agissent a titre d'intermédiaires financiers d'une fagon 
importante et de telle maniére qu'une forme continue de surveillance est 
jugée appropriée dans l'intérét général. Dans le cas de ces sociétés, la 
Loi impose les exigences principales suivantes: 


a) les sociétés doivent demander dans un délai précis de leur délivrer 
un certificat d'inscription; ce certificat sert de moyen d'identification 
aussi bien que de moyen d'exercice d'un contréle a effectuer sur les 
activités des sociétés auxquelles des certificats ont été délivrés; 


b) les sociétés doivent présenter au Bureau du surintendant des 
institutions financiéres des états financiers annuels et d'autres 
renseignements que le Bureau peut exiger de temps Aa autre pour lui permettre 
de juger si la société peut répondre A ses obligations relatives aux fonds 
empruntés; 


c) les sociétés doivent s'abstenir de faire des investissements et des 
préts dans des domaines qui peuvent créer des conflits d'intérét sous 
réserve de certaines exemptions et de certains cas ot le Ministre peut, a sa 
discrétion, accorder une exemption; 


d) les sociétés doivent s'assurer que les vérificateurs nommés en vue 
de faire la vérification de leurs opérations répondent a certaines 
exigences, lesquelles sont essentiellement les mémes que celles énoncées 
dans la loi fédérale s'appliquant aux autres institutions financiéres; 


e) les sociétés doivent permettre aux inspecteurs nommés par le 
surintendant des institutions financiéres d'examiner leurs livres et 
registres en tout temps; et 


f) les sociétés doivent verser une cotisation annuelle suffisante pour 
régler les dépenses que nécessitent l'exécution de la Loi et cette 
cotisation est fondée sur le montant de l'actif moyen des societes. 


En plus des exigences précises susmentionnées, il y a une exigence 
primordiale selon laquelle les sociétés doivent se maintenir dans une 
situation financiére qui permette de prouver leur capacité de répondre aux 
obligations relatives aux fonds qu’elles ont empruntés, ce qui est l'objet 
et la raison d'étre de la Loi. Le Surintendant et le Ministre peuvent 
procéder de diverses fagons pour s'assurer que, dans la mesure du possible, 
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seules les sociétés qui sont dans une situation financiére satisfaisante 
peuvent continuer A fonctionner a titre d'intermédiaires financiers. 


Une caractéristique spéciale de la Loi concerne les dispositions 
des articles 10 a 15 inclusivement dont l'objet est d'assurer que les 
sociétés de crédit a la vente appartenant a des Canadiens demeurent sous le 
contr6le des Canadiens. Ces dispositions placent des restrictions sur le 
transfert des actions de ces sociétés a des non-résidents; ces restrictions 
sont analogues a celles que renferment la Loi fédérale applicable aux autres 
institutions financiéres. Elles empéchent également ces sociétés de céder a 
des non-résidents par vente ou aliénation ou d'aliéner l'ensemble ou une 
partie importante de leur entreprise sans l'approbation du Ministre. Pour 
les sociétés assujetties A ces restrictions, la Loi prévoit qu'elles peuvent 
faire une demande de préts d'urgence en argent liquide auprés de la Société 
d'assurance-dépéts du Canada. 
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October 31, 1988 


The Honourable Tom Hockin 
Minister of State, Finance 
Ottawa 


Sabies 


In accordance with the requirements of section 27 of the Investment 
Companies Act, I have the honour to submit herewith my Annual Report on the 
administration of the Act. 


The accompanying Report is the Sixteenth Annual Report and it covers 
the period April 1, 1987 to March 31, 1988. 


Section 27 of the Act specifies that the Report shall be laid before 
Parliament by the Minister within fifteen days after the receipt thereof or, 
if Parliament is not then sitting, on any of the first fifteen days next 
thereafter that Parliament is sitting. 


Respectfully submitted, 


M. A. Mackenzie 
Superintendent of Financial 
Institutions 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1988 


——_““_(..:.:.0:0:.—.0.0.0.°.——0—000°.°.. cc ————— 


igs Introduction 


The Investment Companies Act received Royal Assent on April 7, 
1971 and was brought into force effective January 1, 1972. Administration 
of the Act rests with the Superintendent of Financial Institutions under the 
direction of the Minister of Finance who was designated by the Governor in 
Council on December 14, 1971 to act as the Minister for the purposes of the 
Act. The purposes and principal provisions of the Act are described, for 
reference purposes, in Appendix D to this Report. 


Section 27 of the Act requires the Superintendent of Financial 
Institutions to report annually to the Minister on the administration of the 
Act. This is the sixteenth Annual Report. 


II. Amendments to Act and Regulations Made Pursuant to Section 32 


During the year covered by this Report, there were no amendments 
to the Act or to the Investment Companies Regulations made by Order in 
Council P.C. 1971-2802 on December 21, 1971. No new Regulations were made 
pursuant to section 32 of the Act. 


III. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, one company, Montreal 
Trustco Inc., was granted a certificate of registry under the Act. 


During the period, four (4) companies that held certificates of 
registry under the Act were granted exemption from the provisions of the Act 
pursuant to subsection 3(2) thereof: Commerce - UD Inc. on April 29, 1987; 
Clark Equipment Credit of Canada Ltd on June 23, 1987; Sperry Finance Inc. 
on February 29, 1988; and National Bank Leasing Inc. on March 8, 1988. 


There were twenty (20) companies registered under the Act at 
Manch sl; alos. The names and locations of the head offices of these 
companies are shown in Appendix A to this Report. The assets of these 
companies, determined from the financial reports filed by them in respect of 
their fiscal years completed during the year ended March 31, 1988, amounted 
in aggregate to $22.4 billion. 
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The following table shows the number of companies registered under 
the Act as at March 31 of each of the years 1984 to 1988, inclusive, and the 
aggregate assets of such companies as determined from the non-consolidated 
annual statements filed by them for each of such years: 


Number of Companies Assets of Companies 
March 31, 1984 Eyal $10.9 billion 
Marsch 31751985 30 Sil2). So eDaslaon 
March 31, 1986 20 Sil5 sORDiaiaton 
March 31, 1987 23 $18.3 billion 
March 31, 1988 20 $22.4 billion 


The following table provides a breakdown by asset size of 
companies registered under the Act as at March 31 of each of the years 1984 
to 1988, inclusive, the data respecting assets having been determined in the 
same manner as that for the immediately preceding table: 


Asset Size of Company Number of Companies 
1984 1985 1986 1987 1988 


Under $100 million 10 9 7 2 fe) 
$100 - $200 million 5 5 2 4 4 
$200 - $300 million 4 3 4 1 0 
$300 —- $500 million 4 4 6 8 b 
$500 — $1000 million a a 4 3 4 
$1000 million and over be nz 4 5 eel 

Bhi 30 PLY 23 20 


IB} Exemption of Companies 


Subsection 32) of the Act provides that, given certain 
circumstances, the Minister has the discretion to grant to an investment 
company exemption from the application of the provisions of the Act, other 
than the provisions relating to the transfer to non-residents of ownership 
of Canadian-controlled sales finance companies. These exemption provisions 
were intended primarily to permit the Minister to grant relief from the 
reporting, registration and inspection provisions of the Act to companies 
whose activities as financial intermediaries are of a nature that compliance 
with such provisions of the legislation is not considered necessary in the 
public interest. 


During the period covered by this Report, six (6) companies were 
granted exemptions, four (4) of which had previously been registered. The 
names and the locations of the head offices of these companies are shown in 
Appendix B. 
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(a. Other Activities 


During the period under review, staff of the Office of the 
Superintendent of Financial Institutions significantly curtailed, due 
to the pressure of other matters, its activities in the area of examinations 
of the books, records and affairs of the companies registered under the 
Investment Companies Act. The examination activity is directed primarily 
towards verification of data presented in the financial reports of 
supervised companies and to the obtaining of information supplementary to 
that contained in such reports. In addition, such examinations enable staff 
of the Office to review at first hand the operating practices of companies. 


The Investment Companies Act does not stipulate specific 
requirements pertaining to frequency of examinations of investment 
companies. The Office's practice of examining investment companies once 
every three years, unless otherwise warranted, is to be resumed. 


IV. Costs of Administration 


Pursuant to section 28 of the Act, investment companies are to be 
assessed to cover the expenses incurred in connection with the 
administration of the Act during the immediately preceding fiscal year. The 
assessment made against each company varies directly with the amount of the 
mean assets of the company. The following table provides information 
relating to the costs of administration, the aggregate amount of the mean 
assets of companies assessed and the rate of assessment per $1 million of 
mean assets for each of the fiscal years ended March 31, 1984 to 
March 31, 1988, inclusive: 


Costs of Mean Assets Rate per $1 Million 
Year Administration of Companies of Mean Assets 
1984 $373,216 $10.89 billion $34.27 
1985 $220,512 Epil ofenk lopeibibaneya $18.99 
1986 $154,013 $13.64 billion Sao 
1987 $202,098 $16.41 billion $12.31 
1988 $ 88,700 SAO) ss lsplibilateya $ 4.37 


The reduction in the costs of administering the Investment 
Companies Act in 1988 is due to the temporary curtailment of the examination 
function by staff of the Office. 
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We Operations of Canada Deposit Insurance Corporation under the Act 


Sales finance companies in respect of which the Act imposes 
restrictions on the transfer of their shares and the sale of their 
undertakings to non-residents, may obtain loans from Canada Deposit 
Insurance Corporation for emergency liquidity purposes. Subsection 27(3) of 
the Act provides in part that the Canada Deposit Insurance Corporation shall 
submit to the Superintendent, for inclusion in his Report to the Minister, a 
report of its operations under the Act. The Report of the Chairman of the 
Canada Deposit Insurance Corporation relating to the period under review is 
reproduced as Appendix C. 


Respectfully submitted, 


M. A. Mackenzie 
Superintendent of Financial 
Institutions 
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APPENDIX A 


Investment Companies registered under the Investment Companies Act as at 
March 31, 1988 


Associates Capital Corporation of Toronto, Ontario 
Canada - 
Corporation de Capital Associés 
du Canada 


Beneficial Canada Inc. Willowdale, Ontario 


Canadian Pacific Securities Limited - Toronto, Ontario 
Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Chrysler Credit Canada Ltd. - Mississauga, Ontario 
Crédit Chrysler Canada Ltée 


Ford Credit Canada Limited - Oakville, Ontario 
Crédit Ford du Canada Limitée 


General Electric Capital Canada Inc. - (1) Mississauga, Ontario 
Capital Générale Electrique du 
Canada Inc. 


General Electric Capital Equipment - (2) Toronto, Ontario 
Finance Inc 
Financement d'Equipement Capital Générale 
Electrique Inc. 


General Motors Acceptance Corporation of - Toronto, Ontario 
Canada, Limited 
General Motors Acceptance Corporation 
du Canada, Limitée 


Household Finance Corporation of Canada - Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 
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Hudson's Bay Company Acceptance Limited - Edmonton, Alberta 
Société de Financement des ventes de 


la Baie d'Hudson Limitée 


Mack Financial (Canada), Ltd. - Oakville, Ontario 
Les Financements Mack (Canada), Ltée 


Montreal Trustco Inc. - (3) Montreal, Quebec 
Montréal Trustco Inc. 


RoyNat Inc. Montreal, Quebec 


Simpsons Acceptance Company Limited - Toronto, Ontario 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - Toronto, Ontario 
Société Financiére Sears Inc. 


The T. Eaton Acceptance Co. Limited - Toronto, Ontario 
Société de Crédit T. Eaton Limitée 


Traders Group Limited - Toronto, Ontario 
Le Groupe Traders Limitée 


Transamerica Commercial Finance Corp., - (4) Mississauga, Ontario 
Canada 
Corporation de Financement Commercial 
Transamerica 
Trizec Corporation Ltd. - Calgary, Alberta 


La Corporation Trizec Ltée 


Xerox Canada Finance Inc. Don Mills, Ontario 
Société de Crédit Xerox Canada Inc. 


(1) 


(2) 
(3) 


(4) 


Formerly GE Credit Equipment Finance Inc. - Financement d'Equipement 
Crédit GE Inc. 


Formerly Genelcan Limited - Genelcan Limitée 


Montreal Trustco Inc. was issued a certificate of registry under the 
Act on September 23, 1987. 


Formerly Borg-Warner Acceptance Canada Ltd. - Borg-Warner Acceptance 
Canada, Ltée 


i) 


gaa ap PR NPG Na SIP AF SeoT ) 


otsey apt ,O Sage? 
otregand ene ~ 


oiteted \apaane Kemet (ay. 


+ - af 
afrvet({A. yeaepia® ; . ik 


OLse9nG aan ach - : sind '<" .9at -epmealt Sore 


ait!) tes ved 
chenegives’D  Srmmoniehed +. «oad sone sana sie Co 22a 40) 


| avoek, Ma 


' Sisae 
efi tein» yotedgey bo oreuansana a ee 


APPENDIX B 


Investment Companies Granted Exemption 
pursuant to Subsection 3(2) 
during the period April 1, 1987 to March 31, 1988 


Clark Equipment Credit of Canada, Ltd. - * Rexdale, Ontario 
La Société de Crédit des Equipements 
Clark du Canada Ltée 


Commerce - UD Inc. * Toronto, Ontario 
Consolidated HCI Holdings Corporation Toronto, Ontario 
Honda Canada Finance Inc. Toronto, Ontario 
National Bank Leasing Inc. - * Montreal, Quebec 


Le créedit-bail Banque Nationale Inc. 


Sperry Finance Inc. * Calgary, Alberta 


x These companies were previously registered under the Investment 
Companies Act. 
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APPENDIX C 


Report of Canada Deposit Insurance Corporation 
to 
Superintendent of Financial Institutions 


Canada Deposit Société d’assurance-depots 
Insurance Corporation du Canada 


R.A. McKinlay 


Chairman of the Board President du conseil d'administration 


September 29, 1988 


Mr. M.A. Mackenzie 

Superintendent of Financial 
Institutions 

L3th sFloor 

Kentesquare 

255 Albert Street 

Ottawa, Ontario KIA OH2 


Dear Mr. Mackenzie: 


Picoian terco ets Ubsection we 103))) ofr ethe «Investment 
Dot ete Wise cOssreport, “that .the Canada Deposit 
Corporation Nadmno Operations under -the Investment 
Act during the period commencing April 1, 1987 and 
March 3s 19882 


Yours struly, 


Way 
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APPENDIX D 
Purposes and Principal Provisions of the Investment Companies Act 


——  — —  eSSSSSSSSSSSSSSSSSSSSSSSSSSSSSe 


The purpose of the Act is to establish a system of reporting, 
registration and inspection applicable to federally incorporated companies 
that are acting in a substantial way as investment intermediaries and that 
are not otherwise supervised. Described broadly, the Act applies to those 
federally incorporated companies that raise money on the security of debt 
instruments and use some or all of the proceeds (a) to make secured or 
unsecured loans, (b) to purchase bonds, debentures, shares or other 
securities, (c) to purchase instalment sales contracts or other types of 
obligations arising from the sale of goods or services, (d) to invest in 
real property for investment or resale purposes, or (e) to make other 
investments or loans of a Similar nature. 


In legislative terms, a company that uses borrowed funds to make 
purchases, investments or loans of the type described is stated to be 
Carrying on the "business of investment" and to be an "investment company" 
within the meaning of the Act. However, the Act contains provisions whereby 
companies that carry on the "business of investment" may be deemed not to be 
investment companies and thus be excluded from the application of the Act. 
These include (a) securities underwriters, brokers or dealers licensed as 
such under a provincial law, (b) companies whose investing and lending 
activity or use of borrowed funds for investment purposes, measured in terms 
of certain fixed percentages, are not substantial relative to the companies' 
total operations, (c) companies that restrict their investment activities to 
the investment of funds provided by their principal shareholders, (d) non- 
profit corporations incorporated under Part II of the Canada Corporations 
Act and (e) companies that act exclusively or principally as holding 
companies for one or more other corporations operating as manufacturing, 
industrial, commercial or similar non-investment-type enterprises. Financial 
institutions to which other supervisory legislation is applicable are also 
specifically excluded from the scope of the Act. 


In addition to the above-described provisions that have the effect 
of excluding from the scope of the Act certain categories of companies that 
carry on the "business of investment", the Act contains provisions whereby 
the Minister, in his discretion and having regard to certain factors, may 
grant to companies exemption from the application of the provisions of the 
Act, other than those provisions relating to the restriction on the transfer 
to non-residents of ownership of Canadian-controlled sales finance 
companies. The Minister may exercise this discretionary power in either of 
two main sets of circumstances: first, where the "business of investment" 
carried on by a company, or a significant portion thereof, is of short 
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duration and is incidental to the principal business of the company; and 
second, where the Minister is satisfied, having regard to such factors as 
the source, amount or nature of a company's borrowings or the extent of the 
integration of the company's activities with those of related companies, it 
is not necessary in the public interest that the Act apply to the company. 


The net result of the features of the legislation described in the 
two preceding paragraphs is to confine the application of the Act to 
companies that are acting as financial intermediaries in a significant way 
and in a manner in which a continuing form of supervision is considered 
appropriate in the public interest. In the case of these companies, the Act 
imposes the following principal requirements: 


(a) companies must make application to the Minister for a certificate 
of registry within certain specified periods of time, such certificate 
serving as a measure of identification as well as a measure through which 
control can be exercised over the activities of companies to which 
certificates are issued, 


(b) companies are required to file with the Office of the 
Superintendent of Financial Institutions annual financial statements and 
such other information as the Office may require from time to time to permit 
assessment of the companies' ability to meet their obligations for borrowed 
funds, 


(c) companies are required to refrain from making investments and loans 
where there may be a conflict of interest, subject to certain exceptions and 
to certain instances where the Minister may in his discretion grant an 
exemption, 


(ad) companies are required to ensure that the auditors appointed to 
audit their affairs meet certain qualifications, which qualifications are 
substantially the same as those specified in federal legislation applicable 
to other financial institutions, 


(e) companies are required to permit examiners appointed by the 
Superintendent of Financial Institutions to examine their books and records 
at any time, and 


(f) companies are required to pay an annual assessment sufficient to 
cover the expenses incurred in connection with the administration of the 
Act, which assessments are based on the amount of the mean assets of the 
companies. 
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In addition to the foregoing specific requirements, there is an 
overriding requirement that companies keep themselves in such financial 
position as to demonstrate their ability to meet their obligations for funds 
borrowed by them, the whole aim and purpose of the legislation. A number of 
courses of action are available to the Superintendent and to the Minister to 
ensure so far as possible that only companies whose financial condition is 
Satisfactory to that end continue to function as financial intermediaries. 


A special feature of the legislation is the provisions of sections 
10 and 15 inclusive that are intended to ensure that Canadian-controlled 
sales finance companies remain Canadian-controlled. These provisions place 
restrictions on the transfer of shares of such companies to non-residents 
Similar to restrictions contained in federal legislation applicable to other 
financial institutions. They also prevent such companies from selling or 
otherwise disposing of the whole or any substantial part of their 
undertakings to non-residents without the approval of the Minister. For 
companies subject to these limitations, provision is made in the Act for 
them to apply for emergency liquidity loans from the Canada Deposit 
Insurance Corporation. 
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le 31 octobre, 1988 


L'honorable Tom Hockin 
Ministre d'Etat aux Finances 
Ottawa 


Monsieur, 


Conformément aux exigences de l'article 27 de la Loi sur les 
sociétés d'investissement, je suis heureux de vous présenter sous pli 
mon rapport annuel concernant l'exécution de cette Loi. 


Le présent rapport est le seiziéme rapport annuel et 
concerne la période entre le ler avril 1987 et le 31 mars 1988. 


L'article 27 de la Loi stipule que le rapport doit &tre 
déposé devant le Parlement par le Ministre dans les quinze jours de sa 
réception ou, si le Parlement ne siége pas A ce moment-1a, l'un des 
quinze premiers jours ot il siége par la suite. 


Respectueusement présenté, 


Le surintendant des 
institutions financiéres, 
M. A. Mackenzie 
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Rapport concernant l'exécution de la Loi 
sur les sociétés d'investissement 
pour l'exercice terminé le 31 mars 1988 


ive Introduction 


La Loi sur les sociétés d'investissement recevait la sanction 
royale le 7 avril 1971 et entrait en vigueur le premier janvier 1972. 
L'exécution de la Loi reléve du surintendant des institutions financiéres 
sous la direction du ministre des Finances, désigné par le Gouverneur en 
conseil le 14 décembre 1971, pour agir A titre de Ministre aux fins de la 
présente Loi. A titre de référence, une description du but et des 


a 


principales dispositions de la Loi figure a l'annexe D du présent rapport. 


L'article 27 de la Loi exige que le surintendant des institutions 
financiéres présente au Ministre un rapport annuel concernant 1'exécution de 
la Loi. Le présent rapport constitue le seiziéme rapport annuel. 

II. Modifications apportées a la Loi et au Réglement 
établi conformément a l'article 32 


Au cours de la période sujette au présent rapport, aucune 
modification n'a été apportée aA la Loi ou au Réglement sur les sociétés 
d'investissement @établi le 21 décembre 1971 par le décret C.P. 1971-2802. 
Aucun nouveau Réglement n'a été établi conformément a l'article 32. 


III. Résumé des activités 
A. Inscription des sociétés 


Durant la période concernée, un (1) certificat d'inscription a été 
délivré en vertu de la Loi a Montréal Trustco Inc. 


Quatre (4) sociétés détenant un certificat d'inscription en vertu 
de la Loi ont été exemptées de l'application de la Loi en vertu du 
paragraphe 3(2): Commerce-UD Inc., le 29 avril 1987; La Société de Crédit 
des Equipements Clark du Canada Ltée, le 23 juin 1987; Sperry Finance Inc., 
le 29 février 1988; et Le crédit-bail Banque Nationale Inc., le 8 mars 1988. 


Au 31 mars 1988, vingt (20) sociétés étaient inscrites aux termes 
de la Loi. Le nom et le lieu du siége social de ces sociétés sont indiqués 
A l'annexe A du présent rapport. L'actif global de ces sociétés, déterminé 
A partir des états financiers déposés A l'égard de l'exercice se terminant 
le 31 mars 1988, s'établissait a 22,4 milliards de dollars, 
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Le tableau suivant révéle le nombre de sociétés inscrites aux 
termes de la Loi, de 1984 a 1988 inclusivement, et l'actif global de ces 


sociétés, déterminé a partir des états annuels non consolidés présentés pour 
Chaque exercice financier: 


Nombre de sociétés Actif 
31 mars 1984 Sil 10,9 milliards $ 
31 mars 1985 30 12,3 milliards §$ 
31 mars 1986 724] 15,0 milliards §$ 
31 mars 1987 28 IS poe mIetardsms 
31 mars 1988 20 22,4 milliards $ 


Le tableau suivant indique le nombre de sociétés inscrites au 
31 mars des années 1984 A 1988 inclusivement, selon l1'importance de leur 
actif. Les données ont été déterminées de la méme fagon que pour le tableau 
précédent: 


Nombre de sociétés 


Actif 1984 1985 1986 1987 1988 

Moins de 100 millions §$ 10 9 4 Z fe) 
De 100 a 200 millions $ 5 5 2 4 4 
De 200 Aa 300 millions $ 4 3 4 1 @) 
De 300 a 500 millions $ 4 4 6 8 5 
De 500 millions Aa 1 milliard $ 7 7 4 3 4 
Au-dela de 1 milliard $ Eh nee 4 5 Fy! 
cal 30 27 23 20 


B. Exemption de sociétés 


Le paragraphe 3(2) de la Loi stipule que le Ministre peut, dans 
certaines circonstances et a sa discrétion, exempter une société 
d'investissement de l'application des dispositions de la Loi, autres que des 
dispositions ayant trait au transfert A des non-résidents de la propriété 
d'une société de crédit aA la vente contrélée par des Canadiens. Le but 
principal de ces dispositions est de permettre au Ministre d'exonérer 
certaines sociétés des exigences relatives A la présentation de rapports, a 
l'inscription et aA l'inspection, lorsque les activités d'intermédiaires 
d'investissement de ces sociétés sont de telle nature que l'application des 
dispositions de la Loi n'est pas considérée nécessaire dans l'intérét 


public. 


Au cours de la période concernée, des exemptions ont été accordées 
a six (6) sociétés, dont quatre (4) étaient précédemment inscrites aux 
termes de la Loi. Le nom et le lieu du siége social de celles-ci figurent a 
l'annexe B du présent rapport. 
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Ge Autres activités 


Les agents du Bureau du surintendant des institutions financiéres 
ont reduit, de fagon importante, A cause d'autres eae pressantes 
leur activité d'inspection des livres, registres et affaires des société 
inscrites. Liactivité ‘d'inspection vise principalement ia confirmer les 
données présentées dans les rapports financiers des sociétés surveillées et 
a recueillir des renseignements additionnels A ceux qui sont exposés dans 
ces rapports. De plus, ces inspections fournissent aux employés du Bureau 
l'occasion opportune d'examiner les pratiques d'exploitation|des sociétés. 

Aucune disposition de la Loi ne précise la| fréquence des 
inspections des sociétés d'investissement. Le Bureau anticipe reprendre sa 
pratique d'effectuer une inspection a tous les trois ans, sauf dans des cas 
exceptionnels. 


IV. Frais d'exécution 


Selon l'article 28 de la Loi, les sociétés d'investissement 
doivent payer une cotisation pour défrayer les dépenses encourues lors de 
l'application de la Loi, au cours de l'exercice financien précédent. Le 
montant cotisé relativement a chaque société varie directement en fonction 
du montant de l'actif moyen de la société. Le tableau suivant donne les 
renseignements relatifs aux frais d'exécution, au montant yotal de l'actif 
moyen des sociétés cotisées et aux taux de cotisation pour chaque million 
d'actif moyen pour chacun des exercices financiers se terminant le 31 mars 


de 1984 a 1988 inclusivement: 
Taux de cotisation pour 
Frais chaque million d'actif 

Exercice d'exécution Actif moyen moyen 

1984 S185 Zales & 10,89 milliards $ 3427 S$ 

1985 2207 5121-9 11,61 milliards $ 18499 $ 

1986 154,013 $ 13,64 milliards $ 11,29 $ 

1987 202,098 $ 16,41 milliards §$ 12,31 $ 

1988 88,700 $ 20,52 mPiriards |S 4) 37 $ 


La diminution des frais d'exécution de la Loi sur les sociétés 
d'investissement en 1988 résulte de l'interruption temporaire des activités 
d'inspection du Bureau. 
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Ves Opérations de la Société d'assurance-dépé6ts du Canada aux termes de la 
Loi 


Les sociétés de crédit a la vente, A l'égard desquelles la Loi 
impose certaines restrictions sur le transfert des actions et la vente de 
leur entreprise a des non-résidents, peuvent emprunter auprés de la Société 
d'assurance-dépSts du Canada en cas de besoins inhabituels. Le paragraphe 
27(3) de la Loi stipule en partie que la Société d'assurance-dépéts du 
Canada doit présenter au surintendant, afin qu'il l'intégre dans son rapport 
au Ministre, un compte rendu de ses activités aux termes de la Loi. Le 
rapport du Président de la Société d'assurance-dépéts du Canada pour la 


période en question est reproduit Aa l'annexe C du présent rapport. 


Respectueusement présenté, 


Le surintendant des 
institutions financiéres, 
M. A. Mackenzie 
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ANNEXE A 


Sociétés d'investissement détenant un certificat d'inscription en vertu 
de la Loi sur les sociétés d'investissement 


au 31 mars 1987 


Beneficial Canada Inc. 


Capital Générale Electrique du (1) 
Canada Inc. - 
General Electric Capital Canada Inc. 


La Compagnie de Finance Household du - 
Canada 
Household Finance Corporation of 
Canada 


La Compagnie Financiére Simpsons Ltée - 
Simpsons Acceptance Company Ltd. 


Corporation de Capital Associés 
du Canada - 
Associates Capital Corporation 
of Canada 


Corporation de Financement Commercial (2) 
Transamerica - 
Transamerica Commercial Finance Corp. 
Canada 


La Corporation Trizec Ltée - 
Trizec Corporation Ltd. 


Crédit Chrysler Canada Ltée - 
Chrysler Credit Canada Ltée 


Crédit Ford du Canada Limitée - 
Ford Credit Canada Limitée 


Financement d'Equipement Capital Générale (3) 
Electrique Inc. - 
General Electric Capital Equipment 
Finance Inc. 


Les Financements Mack (Canada), Ltée - 
Mack Financial (Canada), Ltd. 


Willowdale, Ontario 


Mississauga, Ontario 


Toronto, Ontario 


Toronto, Ontario 


Toronto, Ontario 


Mississauga, Ontario 


Calgary, Alberta 


Mississauga, Ontario 


Oakville, Ontario 


Toronto, Ontario 


Oakville, Ontario 
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General Motors Acceptance Corporation du 
Canada, Limitée - 
General Motors Acceptance Corporation 


of Canada, 


Le Groupe Traders Limited - 
Traders Group Limited 


Montréal Trustco Inc. 
Montreal Trustco Inc. 


RoyNat Inc. 


Limited 


(4) 


Société de Crédit T. Eaton Limitée - 


The T. Eaton Acceptance Co. 


Limited 


Société de Crédit Xérox Canada Inc. - 
Xerox Canada Finance Inc. 


Société de Financement des ventes de la - 
Baie d'Hudson Limitée 
Hudson's Bay Company Acceptance Limited 


Société Financiére Sears Inc. - 
Sears Acceptance Company Inc. 


Les Valeurs Mobiliéres Canadien 
Pacific Limitée - 
Canadian Pacific Securities Ltd 


(1) 


(2) 


(3) 
(4) 


Antérieurement, Financement 


Equipment Finance 


Antérieurement, 
Acceptance Ltd. 


Inc. 


Borg-Warner 


Toronto, Ontario 


Toronto, Ontario 


Montréal, Québec 


Montréal, Québec 


Toronto, Ontario 


Don Mills, Ontario 


Edmonton, Alberta 


Toronto, Ontario 


Toronto, Ontario 


d'Equipement Crédit GE Inc. - GE Credit 


Acceptance 


Canada Ltée - Borg-Warner 


Antérieurement, Genelcan Limitée - Genelcan Limited 


Un certificat d'inscription a été émis a Montréal Trustco Inc. le 


23 septembre 1987. 
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ANNEXE B 


Sociétés d'investissement ayant fait objet d'une exemption 
en vertu du paragraphe 3(2) au cours de la période allant du 
ler avril 1987 au 31 mars 1988 


Commerce - UD Inc. * Toronto, Ontario 
Consolidated HCI Holdings Corporation Toronto, Ontario 
Le crédit-bail Banque Nationale Inc. - * Montréal, Québec 


National Bank Leasing Inc. 


Honda Canada Finance Inc. Toronto, Ontario 


La Société de Credit des Equipements - * Rexdale, Ontario 
Clark du Canada Ltée 
Clark Equipment Credit of Canada, 
Ltd. 


Sperry Finance Inc. * Calgary, Alberta 


* Ces compagnies étaient antérieurement inscrites sous la Loi sur les 
sociétés d'investissement. 
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ANNEXE C 


Rapport de la Société d'assurance-dépéts du Canada 
au 
surintendant des institutions financiéres 


Société d’assurance-depots Canada Deposit 
du Canada Insurance Corporation 


R.A. McKinlay 


President du conseil dadministration Chairman of the Board 


Le 29 septembre 1988 


Monsieur M.A. Mackenzie 

Surintendant des institutions 
financiéres 

13~ étage 

Carré Kent 

255, rue Albert 

Ottawa (Ontario) KI1A OH2 


Cher Monsieur Mackenzie, 


Tel que spé@écifié au paragraphe 27(3) de la Loi sur les 
sociétés d'investissement, je désire vous informer que la 
Société d'assurance-dépé6ts du Canada n'a pas- exercé 
d'activités en vertu de Law aio2 sur les societés 
d'investissement au cours de la période commengant le ius 


avrilel987 et. se terminant le 31 mars 1988. 


Veuillez agréer cher Monsieur Mackenzie l'assurance de mes 


sentiments les plus distingués. 
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ANNEXE D 
Buts et dispositions principales de la Loi sur les sociétés d'investissement 


ee SSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSSS—— 


La Loi a pour but de mettre sur pied un systéme de rapports, 
ad'inscription et d'inspection qui s'applique aux sociétés constituées selon 
la loi fédérale et qui jouent un rédle important comme intermédiaires en 
matiére d'investissement et ne sont pas surveillées d'aucune autre maniére. 
D'une fagon trés générale, la Loi s'applique aux sociétés constituées qui 
relévent du fédéral et qui empruntent de l'argent sur les valeurs de leurs 
titres de créance et utilisent une partie ou la totalité du produit en vue 
de a) faire des préts garantis ou non garantis, b) acheter des 
obligations, des débentures, des actions ou d'autres titres, c) acheter des 
contrats de vente a temperament ou d'autres genres d'obligations découlant 
de la vente de marchandises ou de services, d) investir dans des biens 
immobiliers A des fins d'investissement ou de revente, ou, e) faire 
d'autres investissements ou préts d'une nature analogue. 


Selon les termes de la Loi, une société qui affecte des fonds 
empruntés a des achats, des investissements ou des préts du genre décrit est 
tenue pour faire des "“opérations d'investissement" et est qualifiée de 
"société d'investissement" au sens de la Loi. Cependant, aux termes de 
dispositions particuliéres de la Loi, certaines sociétés qui font des 
opérations d'investissement sont reputées ne pas 6tre des sociétés 
d'investissement et sont exclues pour cette raison de l'application de la 
Loi. Dans cette catégorie entrent a) les syndicats d'émission, courtiers 
ou commergants en valeurs qui détiennent une licence A ce titre en vertu 
d'une loi provinciale, b) les sociétés dont les opérations d'investissement 
et de prét ot l'affectation des fonds empruntés pour fins d'investissement 
mesurés en termes de certains pourcentages fixes, ne sont pas importantes 
relativement aA leurs opérations totales, c) les sociétés qui restreignent 
leurs opérations d'investissement A l'investissement de fonds fournis par 
leurs actionnaires principaux, 4d) les sociétés aA but non lucratif 
constituées en vertu de la partie II de la Loi sur les corporations 
canadiennes et, e) les sociétés qui agissent exclusivement ou 
principalement en qualité de sociétés de portefeuille a l'égard d'une ou de 
plusieurs autres sociétés exergant leur activité dans les domaines de la 
production, de l'industrie, du commerce ou d'autres entreprises analogues 
qui ne sont pas classées comme sociétés d'investissement. Les institutions 
financiéres auxquelles s'applique une autre Loi de surveillance sont 
également spécifiquement exclues de la portée de la Loi. 


En plus des dispositions susmentionnées, qui ont pour effet 
d'exclure de la portée de la Loi certaines catégories de sociétés qui font 
des "“opérations d'investissement", la Loi renferme des dispositions selon 
lesquelles, le Ministre, a sa discrétion et eu égard Aa certains facteurs, 
peut exempter des sociétés de l'application des dispositions de la Loi, sauf 
celles ayant trait A la restriction concernant le transfert a des 
actionnaires non-résidants de la propriété de sociétés de crédit a la vente 
contrélées par des Canadiens. Le Ministre peut exercer ce pouvoir 
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discrétionnaire dans l'une ou l'autre de deux situations principales: 
premiérement, quand les "opérations d'investissement" faites par une 
société, ou quand une fraction appréciable de celles-ci, sont de courte 
durée et sont accessoires a sa principale activité; et deuxiémement, quand 
le Ministre est convaincu, eu égard A certains facteurs, notamment la 
source, le montant ou la nature des emprunts de la société ou le degré de 
l'intégration des activités de la société avec celles de sociétés 
apparentées, il n'est pas nécessaire dans 1l'intérét général que la Loi 
s'applique a la société. 


En définitive, les dispositions principales de la Loi décrite dans 
les deux paragraphes précédents est de limiter l'application de la Loi aux 
sociétés qui agissent A titre d'intermédiaires financiers d'une fagon 
importante et de telle maniére qu'une forme continue de surveillance est 
jugée appropriée dans l'intérét général. Dans le cas de ces sociétés, la 


Loi impose les exigences principales suivantes: 


a) les sociétés doivent demander dans un délai précis de leur délivrer 
un certificat d'inscription; ce certificat sert de moyen d'identification 
aussi bien que de moyen d'texercice d'un contrédle A effectuer sur les 
activités des sociétés auxquelles des certificats ont été délivrés; 


b) les sociétés doivent présenter au Bureau du surintendant des 
institutions financiéres des états financiers annuels et d'autres 
renseignements que le Bureau peut exiger de temps a autre pour lui permettre 
de juger si la société peut répondre a ses obligations relatives aux fonds 
empruntés; 


c) les sociétés doivent s'abstenir de faire des investissements et des 
préts dans des domaines qui peuvent créer des conflits d'intérét sous 
réserve de certaines exemptions et de certains cas ot le Ministre peut, a sa 
discrétion, accorder une exemption; 


a) les sociétés doivent s'assurer que les vérificateurs nommés en vue 
de faire la vérification de leurs opérations répondent a certaines 
exigences, lesquelles sont essentiellement les mémes que celles énoncées 
dans la loi fédérale s'appliquant aux autres institutions financiéres; 


e) les sociétés doivent permettre aux inspecteurs nommés par le 
surintendant des institutions financiéres d'examiner leurs livres et 
registres en tout temps; et 


f) les sociétés doivent verser une cotisation annuelle suffisante pour 
régler les dépenses que nécessitent l'exécution de la Loi et cette 
. . . ced , 
cotisation est fondée sur le montant de l'actif moyen des societes. 


En plus des exigences précises susmentionnées, il y a une exigence 
primordiale selon laquelle les sociétés doivent se maintenir dans une 
situation financiére qui permette de prouver leur capacité de répondre aux 
obligations relatives aux fonds qu'elles ont empruntés, ce qui est l'objet 
et la raison da'étre de la Loi. Le Surintendant et le Ministre peuvent 
procéder de diverses fagons pour s'assurer que, dans la mesure du possible, 


= 


sencan toni oie. tigre oo ene t 
J “ = ma ne arene ae hy - wirks oid ms 
* ‘ot -_ > 
tas - at mr Fa oe Par | LP a oti ‘. 4 a : 
‘ =? ohne +” sale 6 aa ag yh 
ea vee 


ert ab 


ad to weton or 1B i 4 
af 4sgat ef uo st bee +9 bs thn si vo 3Ae3noe” - 
ssdsinoe 6B welteo /oave \ aint tn 3 aah aot 
193 4530p fexbate —— a - ree a jiiesea lags ver 
x a . ; wetiy ih 7 7 aor : “ory Leakage ris ¢ ' ; 
rr ¥e27 Oe Le. i. 7 0 © vet ~ im pend he, n a 

anch vidtobe tot AL ob eplagtpalw ancitiengete 1 yews monte hae ud Se a 
wite fol ed ot no Desostqqe? jiatt oh 389°) 7 ar re ‘tes | eee a ou) 
rope oth @ernsmy eovkneie ets: wee bo a : Up” BAISLIOR 
228 sone (levee eb exporter east orutyp oH GEIS® 9b © oscars ogee. 
wf .,289$4008 293, ©b Ried ai ened. rere? j$rés0i's eteS, eS GNege SeRet 

Payee ; ey sichecaepiagetle ; a | aay ae ee ah 


yewtiah ataL 36 aiobod bathe nu ene sebnene pie fae ; 
autcankttdneht') Aste Bh dues) ss0Lisriet: aol | tars rae § 
esf wit seutcethy & ef8ieaon t'G enlouens'® aeees Pie lon oe 208 
revi LED d¢6 sid ageC tae BER Ee ig 32 sien be eshte ; 
' <xh at 


i ay TG 


y 


seh Yrenmaantiek WA umeIwH 6 BS qedneaday dpeynab ‘phthveoas gers tay 


sondte') te. alebate atecnasel? simb> seb eerbiommate | 
jioureg Jit myog -etive A sqlet ob Poplke Jas] Meet OF) 9nR. sinencitgisenss | 
“hike nea aovise len Qroltepticn seers ounaee Peaster: ep ie tenet ee 
7 : oe gee | 
; Ay We ar if 
oo 20 syiemgectzaeenl rsh etiel ob: sthegwants Soret shahtoos ast ., ; 
rsog g0udtsi'f atittaes #66 wedun.. srevuet, tops ge.) BhBh tides 
oe & (ten witetniM of. 06 esd eatetres: ali te /enot ‘FOnlatie9 ob, ovTSRSY © 

| inc ted web yee wieessryiauert 


euv On eomnon guvetaatty est esp Tometel gs Ts ‘eneme: wet i tl 
-ariesyan 2- - dpabteghe vactistéqa. sivel, eb: Noltenstitey oeL, e1tst 
shew ellen, aah seni oer snemeLiolsioeee''. 3008 seLlerpsel . ,aentepixe 
reuréiniemrt t aamton tt iene earn: rain Nene elasibey tos | BE hee 

ef wt seit eahevoegedl ANE Sesaetlnd > aiwekobs \asshinog ued As ‘ 

+e work, eneet canis vo’ eerétonantt 'enossusizegs: seb © Jnabperhiva 
7) hd biel jue? ne Retaeicac an nies 
\ Wind j ww < 

Tog virmeltwwe etiecans sahaeestoo) ane eR tev, panes shbtnen: wet ASefay 
ston ¢e lod ef of todoupaxe'l dttedigesokd sup sesaegeh set seleer | 
 atodinas 2eh wegea, ears eh arrears Tee: sdbaot rod GOLIRE IIS i 


eb exten ‘a 


einepize ecu & y fl getamnnaiinns ‘wentodng 
a @anab 1inetahen «of Jnerled 2934.08" 
ava eaiacis: ob stizagay tyal Paveosg ab | 

foxde’L tee typ go addon dno aeife' up ebnoh eee) 
inavueg stethlet % tnehassmture el sto. see 
\eftieeog oh eaves of ete spp seiuaea'e od 


seules les sociétés qui sont dans une situation financiére satisfaisante 
peuvent continuer a fonctionner a titre d'intermédiaires financiers. 


Une caractéristique spéciale de la Loi concerne les dispositions 
des articles 10 A 15 inclusivement dont l'objet est d'assurer que les 
sociétés de crédit a la vente appartenant a des Canadiens demeurent sous le 
contr6le des Canadiens. Ces dispositions placent des restrictions sur le 
transfert des actions de ces sociétés a des non-résidents; ces restrictions 
sont analogues Aa celles que renferment la Loi fédérale applicable aux autres 
institutions financiéres. Elles empéchent également ces sociétés de céder a 
des non-résidents par vente ou aliénation ou d'aliéner l'ensemble ou une 
partie importante de leur entreprise sans l'approbation du Ministre. Pour 
les sociétés assujetties a ces restrictions, la Loi prévoit qu'elles peuvent 
faire une demande de préts d'urgence en argent liquide auprés de la Société 
d'assurance-dépéts du Canada. 
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December 22, 1989 


The Honourable Gilles Loiselle 
Minister of State, Finance 
Ottawa 


Satins 


In accordance with the requirements of section 31 of the Investment 
Companies Act, I have the honour to submit herewith my Annual Report on the 
administration of the Act. 


The accompanying Report is the Seventeenth Annual Report and it covers 
the period April 1, 1988 to March 31, 1989. 


Section 31 of the Act specifies that the Report shall be laid before 
Parliament by the Minister within fifteen days after the receipt thereof or, 
if Parliament is not then sitting, on any of the first fifteen days next 
thereafter that Parliament is sitting. 


Respectfully submitted, 


M. A. Mackenzie 
Superintendent of Financial 
Institutions 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1989 


if¢ Introduction 


The Investment Companies Act received Royal Assent on April 7, 
1971 and was brought into force effective January 1, 1972. Administration 
of the Act rests with the Superintendent of Financial Institutions under the 
direction of the Minister of Finance who was designated by the Governor in 
Council on December 14, 1971 to act as the Minister for the purposes of the 
Act. The purposes and principal provisions of the Act are described, for 
reference purposes, in Appendix D to this Report. 


Section 31 of the Act requires the Superintendent of Financial 
Institutions to report annually to the Minister on the administration of the 
Act. This is the seventeenth Annual Report. 


II. Amendments to Act and Regulations Made Pursuant to Section 36 


During the year covered by this Report, the Act was amended as a 
result of the enactment of the Canada - United States Free Trade Agreement 
Implementation Act. The primary effect of the modification was to remove 
ownership limitations previously imposed on residents of the United States. 
There were no amendments to the Investment Companies Regulations made by 
Order in Council P.C. 1971-2802 on December 21, 1971. No new Regulations 
were made pursuant to section 36 of the Act. 


III. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, no companies were 
granted a certificate of registry under the Act. 


During the period, two (2) companies that held certificates of 
registry under the Act were granted exemption from the provisions of the Act 
pursuant to subsection 3(2) thereof: Traders Group Limited on November 30, 
1988 and Mack Financial (Canada), Ltd on December 28, 1988. 


There were eighteen (18) companies registered under the Act at 
March 31, 1989. The names and locations of the head offices of these 
companies are shown in Appendix A to this Report. The assets of these 
companies, determined from the financial reports filed by them in respect of 
their fiscal years completed during the year ended March 31, 1989, amounted 
in aggregate to $25.5 billion. 
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The following table shows the number of companies registered under 
the Act as at March 31 of each of the years 1985 to 1989, inclusive, and the 
aggregate assets of such companies as determined from the non-consolidated 
annual statements filed by them for each of such years: 


Number of Companies Assets of Companies 
March 31, 1985 30 a5 3} Jeplalalaveng 
March 31, 1986 27 Sab Om b al enom 
March 31, 1987 23 Si8.3) Dil lion 
March 31, 1988 20 $2244 -biiiion 
March 31, 1989 18 $2.5 15a isle elom 


The following table provides a breakdown by asset size of 
companies registered under the Act as at March 31 of each of the years 1985 
to 1989, inclusive, the data respecting assets having been determined in the 
same manner as that for the immediately preceding table: 


Asset Size of Company Number of Companies 
1985 1986 BOST 1988 1989 


Under $100 million i) a 2 ) @) 
SOO S200 mmaalaiaion, 5 Z 4 4 Z 
$200: — $300 million 3 4 1 0) fo) 
$300 — $500 million 4 6 8 5 5 
$500 - $1000 million 7 4 3 4 3 
$1000 million and over ee 4 ae) cad _8 

30 ay 23 20 18 


The information in the above tables reflects the continuing 
decline in the number of companies registered under the Act. At March 31, 
1981 there were 44 companies registered under the Act. The decline is 
attributable, in large part, to the involvement of banks, trust and loan 
companies and other financial institutions in activities such as consumer 
lending, leasing and other types of financing which had previously been the 
purview of consumer loan and acceptance companies. This has resulted ina 
number of such companies discontinuing operations or rearranging their 
corporate structures. 


B. Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain 
circumstances, the Minister has the discretion to grant to an investment 
company exemption from the application of the provisions of the Act, other 
than the provisions relating to the transfer to non-residents of ownership 
of Canadian-controlled sales finance companies. These exemption provisions 
were intended primarily to permit the Minister to grant relief from the 
reporting, registration and inspection provisions of the Act to companies 
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whose activities as financial intermediaries are of a nature that compliance 
with such provisions of the legislation is not considered necessary in the 
public interest. 


During the period covered by this Report, four (4) companies were 
granted exemptions, two (2) of which had previously been registered. The 
names and the locations of the head offices of these companies are shown in 
Appendix B. 


Ge Other Activities 


The Act does not stipulate specific requirements pertaining to the 
frequency of examinations of investment companies. The Office considers the 
registered companies generally to be stable and in sound condition and 
therefore does not conduct on-site examinations of all of them on an 
annual basis. 


IVa COStS Of AGMIntstratizon 


Pursuant to section 23 of the Office of the Superintendent of 
Financial Institutions Act, investment companies are to be assessed to cover 
the expenses incurred in connection with the administration of the Act 
during the immediately preceding fiscal year. The assessment made against 
each company varies directly with the amount of the average total assets of 
the company. The following table provides information relating to the costs 
of administration, the aggregate amount of the average total assets of 
companies assessed and the rate of assessment per $1 million of average 
total assets for each of the fiscal years ended March 31, 1985 to 
March 31, 1989, inclusive: 


Aggregate 
Costs of of average Rate per $1 Million 
Year Administration total assets of average total assets 
1985 S220, Dalz Silk (uk Jomlalalaieya $18.99 
1986 $154,013 Sulsio (or) JeptilakaWoya Siil.29 
1987 $202,098 $16.41 billion SUZ Shal 
1988 SecsiZ00 SHOGSH Jenlalilavopel $ 4.37 
1989 $ 93,754 $23.94 billion S gcse 


The reduction in the costs of administering the Investment 
Companies Act in 1988 and 1989 is due to the curtailment of the examination 
function by staff of the Office. 
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V. Operations 


of Canada Deposit Insurance Corporation under the Act 


Sales 
restrictions on 
undertakings to 


finance companies in respect of which the Act imposes 
the transfer of their shares and the sale of their 
non-residents, other than residents of the United States, 


may obtain loans from Canada Deposit Insurance Corporation for emergency 
liquidity purposes. Subsection 31(3) of the Act provides in part that the 
Canada Deposit Insurance Corporation shall submit to the Superintendent, for 
inclusion in his Report to the Minister, a report of its operations under 
the Act. The Report of the President and Chief Executive Officer of the 
Canada Deposit Insurance Corporation relating to the period under review is 
reproduced as Appendix C. 


Respectfully submitted, 


M. A. Mackenzie 
Superintendent of Financial 
Institutions 
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APPENDIX A 


Investment Companies registered under the Investment Companies Act as at 


March 31, 1989 


Associates Capital Corporation of 
Canada - 

Corporation de Capital Associés 

du Canada 


Beneficial Canada Inc. 


Canadian Pacific Securities Limited - 
Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Chrysler Credit Canada Ltd. - 
Crédit Chrysler Canada Ltée 


Ford Credit Canada Limited - 
Crédit Ford du Canada Limitée 


General Electric Capital Canada Inc. - 
Capital Générale Electrique du 
Canada Inc. 


General Electric Capital Equipment - 
Finance Inc 
Financement d'Equipement Capital Générale 
Electrique Inc. 


General Motors Acceptance Corporation of - 
Canada, Limited 
General Motors Acceptance Corporation 
du Canada, Limitée 


Household Finance Corporation of Canada - 
La Compagnie de Finance Household du 
Canada 


Toronto, Ontario 


Willowdale, Ontario 


Toronto, Ontario 


Mississauga, Ontario 


Oakville, Ontario 


Mississauga, Ontario 


Toronto, Ontario 


Toronto, Ontario 


Toronto, Ontario 
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Hudson's Bay Company Acceptance Limited - Edmonton, Alberta 
Société de Financement des ventes de 
la Baie d'Hudson Limitée 


Montreal Trustco Inc. - Montreal, Quebec 
Montréal Trustco Inc. 


RoyNat Inc. Montreal, Quebec 


Simpsons Acceptance Company Limited - Toronto, Ontario 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - Toronto, Ontario 
Société Financiére Sears Inc. 


The T. Eaton Acceptance Co. Limited - Toronto, Ontario 
Société de Crédit T. Eaton Limitée 


Transamerica Commercial Finance Corporation Mississauga, Ontario 
Canada —- 
Corporation de Financement Commercial 
Transamerica, Canada 


ParZecucOnpOLacconmLta. m— Calgary, Alberta 
La Corporation Trizec Ltée 


Xerox Canada Finance Inc. NOns Macks mOntaisro 
Société de Crédit Xérox Canada Inc. 
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APPENDIX B 


Investment Companies Granted Exemption 
pursuant to Subsection 3(2) 
during the period April 1, 1988 to March 31, 1989 


Edper Enterprises Ltd. Toronto, Ontario 
Hollinger Inc. Toronto, Ontario 
Mack Financial (Canada), Ltd. - * Oakville, Ontario 
Traders Group Limited ts Toronto, Ontario 


x These companies were previously registered under the Investment 
Companies Act. 
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APPENDIX C 
Report of Canada Deposit Insurance Corporation 


to 
Superintendent of Financial Institutions 


———_—_—_— CO errr — 


Canada Deposit Société d'assurance-dépots 
Insurance Corporation du Canada 


Chas. C. de Léry 


President and Président et chef de 
Chief Executive Officer la direction 


wuLy. 20), L989 


Mr. M.A. Mackenzie 

Superintendent of Financial 
Institutions 

TSC Y LOCL 

Kent Square 

255 Albert Street 

Ottawa, Ontario 

K1A OH2 


Dear Mr. Mackenzie: 


Pursuant to subsection 31(3) (formerly subsection 27(3)) of 
the Investment Companies Act, I wish to report that the Canada 
Deposit Insurance Corporation had no operations under the 
Investment Companies Act during the period commencing April 1, 


Poo and ending son March 31, 1989". 
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APPENDIX D 
Purposes and Principal Provisions of the Investment Companies Act 


_ ee eseseseseeeeeeSeSeSeSSSSSSSSSSSSSSSSMSSSsMsshssssFsssessFesesesee 


The purpose of the Act is to establish a system of reporting, 
registration and inspection applicable to federally incorporated companies 
that are acting in a substantial way as investment intermediaries and that 
are not otherwise supervised. Described broadly, the Act applies to those 
federally incorporated companies that raise money on the security of debt 
instruments and use some or all of the proceeds (a) to make secured or 
unsecured loans, (b) to purchase bonds, debentures, shares or other 
securities, (c) to purchase instalment sales contracts or other types of 
obligations arising from the sale of goods or services, (d) to invest in 
real property for investment or resale purposes, or (e) to make other 
investments or loans of a Similar nature. 


In legislative terms, a company that uses borrowed funds to make 
purchases, investments or loans of the type described is stated to be 
carrying on the "business of investment" and to be an "investment company" 
within the meaning of the Act. However, the Act contains provisions whereby 
companies that carry on the "business of investment" may be deemed not to be 
investment companies and thus be excluded from the application of the Act. 
These include (a) securities underwriters, brokers or dealers licensed as 
such under a provincial law, (b) companies whose investing and lending 
activity or use of borrowed funds for investment purposes, measured in terms 
of certain fixed percentages, are not substantial relative to the companies' 
total operations, (c) companies that restrict their investment activities to 
the investment of funds provided by their principal shareholders, (d) non- 
profit corporations incorporated under Part II of the Canada Corporations 
Act and (e) companies that act exclusively or principally as holding 
companies for one or more other corporations operating as manufacturing, 
industrial, commercial or similar non-investment-type enterprises. Financial 
institutions to which other supervisory legislation is applicable are also 
specifically excluded from the scope of the Act. 


In addition to the above-described provisions that have the effect 
of excluding from the scope of the Act certain categories of companies that 
carry on the "business of investment", the Act contains provisions whereby 
the Minister, in his discretion and having regard to certain factors, may 
grant to companies exemption from the application of the provisions of the 
Act, other than those provisions relating to the restriction on the transfer 
to non-residents of ownership of Canadian-controlled sales finance 
companies. The Minister may exercise this discretionary power in either of 
two main sets of circumstances: first, where the "business of investment" 
carried on by a company, or a significant portion thereof, is of short 
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duration and is incidental to the principal business of the company; and 
second, where the Minister is satisfied, having regard to such factors as 
the source, amount or nature of a company's borrowings or the extent of the 
integration of the company's activities with those of related companies, it 
is not necessary in the public interest that the Act apply to the company. 


The net result of the features of the legislation described in the 
two preceding paragraphs is to confine the application of the Act to 
companies that are acting as financial intermediaries in a significant way 
and in a manner in which a continuing form of supervision is considered 
appropriate in the public interest. In the case of these companies, the Act 
imposes the following principal requirements: 


(a) companies must make application to the Minister for a certificate 
of registry within certain specified periods of time, such certificate 
serving aS a measure of identification as well as a measure through which 
control can be exercised over the activities of companies to which 
certificates are issued, 


(b) companies are required to file with the Office of the 
Superintendent of Financial Institutions annual financial statements and 
such other information as the Office may require from time to time to permit 
assessment of the companies' ability to meet their obligations for borrowed 
funds, 


(c) companies are required to refrain from making investments and loans 
where there may be a conflict of interest, subject to certain exceptions and 
to certain instances where the Minister may in his discretion grant an 
exemption, 


(ad) companies are required to ensure that the auditors appointed to 
audit their affairs meet certain qualifications, which qualifications are 
substantially the same as those specified in federal legislation applicable 
to other financial institutions, 


(e) companies are required to permit examiners appointed by the 
Superintendent of Financial Institutions to examine their books and records 
at any time, and 


(f) companies are required to pay an annual assessment sufficient to 
cover the expenses incurred in connection with the administration of the 
Act, which assessments are based on the amount of the average total assets 
of the companies. 
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In addition to the foregoing specific requirements, there is an 
overriding requirement that companies keep themselves in such financial 
position as to demonstrate their ability to meet their obligations for funds 
borrowed by them, the whole aim and purpose of the legislation. A number of 
courses of action are available to the Superintendent and to the Minister to 
ensure so far as possible that only companies whose financial condition is 
satisfactory to that end continue to function as financial intermediaries. 


A special feature of the legislation is the provisions of sections 
14 to 19 inclusive that are intended to ensure that Canadian-controlled 
sales finance companies remain Canadian-controlled. These provisions place 
restrictions on the transfer of shares of such companies to non-residents, 
other than residents of the United States, Similar to restrictions contained 
in federal legislation applicable to other financial institutions. They 
also prevent such companies from selling or otherwise disposing of the whole 
or any substantial part of their undertakings to non-residents, other than 
residents of the United States, without the approval of the Minister. For 
companies subject to these limitations, provision is made in the Act for 
them to apply for emergency liquidity loans from the Canada Deposit 
Insurance Corporation. 
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Le 22 décembre 1989 


L'honorable Gilles Loiselle 
Ministre d'Etat aux Finances 
Ottawa 


Monsieur le Ministre, 


Conformément aux exigences de l'article 31 de la Loi sur les 
sociétés d'investissement, je suis heureux de vous présenter sous pli mon 
rapport annuel concernant 1'exécution de cette Loi. 


Le présent rapport est le dix-septiéme rapport annuel et concerne 
la periode entre le ler avril 1988 et le 31 mars 1989. 


L'article 31 de la Loi stipule que le rapport doit @&tre déposeé 
devant le Parlement par le Ministre dans les quinze jours de sa réception 
ou, Si le Parlement ne siége pas a ce moment-la, l'un des quinze premiers 
jours ot il siége par la suite. 


Respectueusement présenté, 


Le surintendant des 
institutions financiéres, 
M. A. Mackenzie 
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Rapport concernant l'exécution de la Loi 
sur les sociétés d'investissement 
pour l'exercice terminé le 31 mars 1989 


i Introduction 


La Loi sur les sociétés d'investissement recevait la sanction 
royale le 7 avril 1971 et entrait en vigueur le premier janvier 1972. 
L'exécution de la Loi reléve du surintendant des institutions financiéres 
sous la direction du ministre des Finances, désigné par le Gouverneur en 
conseil le 14 décembre 1971, pour agir a titre de Ministre aux fins de la 
présente Loi. A titre de référence, une description du but et des 
principales dispositions de la Loi figure A l'annexe D du présent rapport. 


L'article 31 de la Loi exige que le surintendant des institutions 
financiéres présente au Ministre un rapport annuel concernant l'exécution de 
la Loi. Le présent rapport constitue le dix-septiéme rapport annuel. 


II. Modifications apportées a la Loi et au Réglement 
etabli conformément a l'article 36 


Au cours de la période visée par le présent rapport, une 
modification a été apportée a la Loi a la suite de la promulgation de la Loi 
de mise en oeuvre de 1'Accord de libre-échange Canada-Etats-Unis et exclut 
les résidents des Etats-Unis des restrictions sur la propriété des sociétés 
d'investissement antérieurement imposées pour tous les non-résidents. 

Aucune modification n'a été apportée au Réglement sur les sociétés 
d'investissement établi le 21 décembre 1971 par le décret C.P. 1971-2802. 
Aucun nouveau Réglement n'a été établi conformément a l'article 36. 


III. Résumé des activités 
A. Inscription des societés 


Durant la période concernée, aucune compagnie n'a été délivrée un 
certificat d'inscription en vertu de la Loi. 


Deux (2) sociétés détenant un certificat d'inscription en vertu de 
la Loi ont été exemptées de l'application de la Loi en vertu du paragraphe 
3(2): Le Groupe Traders Limitée, le 30 novembre 1988 et Les Financements 
Mack (Canada), Ltée, le 28 décembre 1988. 


Au 31 mars 1989, dix-huit (18) sociétés étaient inscrites aux 
termes de la Loi. Le nom et le lieu du siége social de ces sociétés sont 
indiqués A l'annexe A du présent rapport. L'actif global de ces sociétés, 
déterminé a partir des états financiers déposés a l'égard de l'exercice se 
terminant le 31 mars 1989, s'établissait a 25,5 milliards de dollars. 
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Le tableau suivant révéle le nombre de sociétés inscrites aux 
termes de la Loi, de 1985 a 1989 inclusivement, et l'actif global de ces 
societés, déterminé a partir des états annuels non consolidés présentés pour 


Chaque exercice financier: 


Nombre de sociétés Actif 
31 mars 1985 30 IPAs) alll akalcterettss 
31 mars 1986 27 1S) 7 (0) jalililalehele) & 
31 mars 1987 23 isis! jellies: & 
31 mars 1988 20 figs, AY Vialalbalshetoley 
31 mars 1989 18 ANS 15) Viblilalaueneets; S 


Le tableau suivant indique le nombre de sociétés inscrites au 
31 mars des années 1985 a 1989 inclusivement, selon l'importance de leur 
actif. Les données ont été déterminées de la méme fagon que pour le tableau 


précédent: 


Nombre de sociétés 


Actif 1985 1986 1987 1988 1989 

Moins de 100 millions §$ 9 7 2 @) @) 
Deqw00r a 200 mibitons’<< 5 Z 4 4 2 
De 200 a 300 millions $ 3 4 a 0 @) 
De 300 a 500 millions $ 4 6 8 5 5 
De 500 millions a 1 milliard $ 7 4 3 4 3 
Au-dela de 1 milliard $ 2 4 ns eis gw) 
30 27 | 20 18 


Les renseignements figurant dans les tableaux ci-aprés révélent 
une baisse soutenue du nombre de sociétés enregistrées en vertu de la Loi. 
Au 31 mars 1981, on dénombrait 44 sociétés enregistrées en vertu de la Loi. 
Cette baisse est en grande partie attribuable a la participation des 
banques, des sociétés de fiducie, de prét et d'autres institutions 
financiéres A des activités telles les préts A la consommation, le crédit- 
bail et d'autres types de services de financement autrefois réservés aux 
sociétés de préts a la consommation et d'acceptation. Cette situation a 
obligé un certain nombre de sociétés a mettre un terme A leurs opérations ou 
a se restructurer. 


B. Exemption de sociétés 


Le paragraphe 3(2) de la Loi stipule que le Ministre peut, dans 
certaines circonstances et a sa discrétion, exempter une société 
d'investissement de l'application des dispositions de la Loi, autres que des 
dispositions ayant trait au transfert A des non-résidents de la propriété 
d'une société de crédit a la vente contrélée par des Canadiens. Le but 
principal de ces dispositions est de permettre au Ministre d'exonérer 
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certaines sociétés des exigences relatives A la présentation de rapports, a 
l'inscription et a l'inspection, lorsque les activités d'intermédiaires 
d'investissement de ces sociétés sont de telle nature que l'application des 
dispositions de la Loi n'est pas considérée nécessaire dans l'intérét 
public. 


Au cours de la période concernée, des exemptions ont été accordées 
A quatre (4) sociétés, dont deux (2) étaient précédemment inscrites aux 
termes de la Loi. Le nom et le lieu du siége social de celles-ci figurent a 
l'annexe B du présent rapport. 


Cl. Autres activites 


La Loi ne renferme pas d'exigences précises relativement a la 
fréquence des inspections des sociétés d'investissement. Le Bureau 
considére que les sociétés enregistrées sont habituellement stables et que 
leur situation financiére est équilibrée; il ne procéde donc pas a des 
inspections annuelles sur place de toutes ces sociétés. 


IV. Frais d'exécution 


Selon l'article 23 de la Loi sur le Bureau du surintendant des 
institutions financiéres, les sociétés d'investissement doivent payer une 
cotisation pour défrayer les dépenses encourues lors de l'application de la 
Loi, au cours de l'exercice financier précédent. Le montant cotisé 
relativement a chaque société varie directement en fonction du montant de la 
moyenne du total des actifs de la société. Le tableau suivant donne les 
renseignements relatifs aux frais d'exécution, a l'ensemble de la moyenne du 
total des actifs des sociétés cotisées et aux taux de cotisation pour chaque 
million d'actifs moyens pour chacun des exercices financiers se terminant le 
31 mars de 1985 a 1989 inclusivement: 


L'ensemble Taux de cotisation pour 
Frais de la moyenne du Chaque million d'actifs 
Exercice d'exécution total des actifs moyens 

1985 220, Die. 5 11,61 milliards $ 18,99 $ 
1986 1547, 0130S 13,64 milliards $ PAS) 
1987 202,098 $ 16,41 milliards §$ 2, ob 
1988 88,700 $ A) Asya jinstilalaiehatcley 4,37 $ 
1989 Se, Vis & 23,94 milliards $ SOS 


La diminution des frais d'exécution de la Loi sur les sociétés 
d'investissement en 1988 et en 1989 résulte de la réduction des activites 
d'inspection du Bureau. 
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V. Opérations de la Société d'assurance-dépéts du Canada aux termes de la 
Loi 

Les sociétés de crédit a la vente, A 1l'égard desquelles la Loi 
impose certaines restrictions sur le transfert des actions et la vente de 
leur entreprise a des non-résidents, autres que des résidents des Etats- 
Unis, peuvent emprunter aupres de la Société d'assurance-dépéts du Canada en 
cas de besoins inhabituels. Le paragraphe 31(3) de la Loi stipule en partie 
que la Société d'assurance-dépdts du Canada doit présenter au surintendant, 
afin qu'il l'intégre dans son rapport au Ministre, un compte rendu de ses 
activités aux termes de la Loi. Le rapport du Président et chef de la 
direction de la Société d'assurance-dép6ts du Canada pour la période en 
question est reproduit a l'annexe C du présent rapport. 


Respectueusement preésenté, 


Le surintendant des 
institutions financiéres, 
M. A. Mackenzie 
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ANNEXE A 


Socieéteés d'investissement détenant un certificat d'inscription en vertu 
de la Loi sur les sociétés d'investissement 


au 31 mars 1989 


Beneficial Canada Inc. 


Capital Générale Electrique du 
Canada Inc. - 
General Electric Capital Canada Inc. 


La Compagnie de Finance Household du - 
Canada 
Household Finance Corporation of 
Canada 


La Compagnie Financiére Simpsons Limitée - 
Simpsons Acceptance Company Limited 


Corporation de Capital Associés 
du Canada - 
Associates Capital Corporation 
of Canada 


Corporation de Financement Commercial 
Transamerica, Canada - 
Transamerica Commercial Finance Corporation, 
Canada 


La Corporation Trizec Ltée - 
IELzec Corporation Led 


Crédit Chrysler Canada Ltée - 
Chrysler Credit Canada Ltd. 


Crédit Ford du Canada Limitée - 
Ford Credit Canada Limited 


Financement d'Equipement Capital Générale 
Electrique Inc. - 
General Electric Capital Equipment 
Finance Inc. 


Willowdale, Ontario 


Mississauga, Ontario 


Toronto, Ontario 


Toronto, Ontario 


Toronto, Ontario 


Mississauga, Ontario 


Calgary, Alberta 


Mississauga, Ontario 


Oakville, Ontario 


Toronto, Ontario 
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General Motors Acceptance Corporation du 
Canada, Limitée - 
General Motors Acceptance Corporation 
of Canada, Limited 


Montréal Trustco Inc. - 
Montreal Trustco Inc. 


RoyNat Inc. 


Société de Crédit T. Eaton Limitée - 
The T. Eaton Acceptance Co. Limited 


Société de Crédit Xérox Canada Inc. - 
Xerox Canada Finance Inc. 


Société de Financement des ventes de la - 
Baie d'Hudson Limitée 
Hudson's Bay Company Acceptance Limited 


Société Financiére Sears Inc. - 
Sears Acceptance Company Inc. 


Les Valeurs Mobiliéres Canadien 
Pacifique Limitée - 
Canadian Pacific Securities Limited 


TOLOUEO, | ON taro 


Montréal, Québec 


Montréal, Québec 


TOFONto, Ontarro 


Don Mills, Ontario 


Edmonton, Alberta 


Toronto, Ontario 


Toronto, Ontario 
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ANNEXE B 


Sociétés d'investissement ayant fait objet d'une exemption 
en vertu du paragraphe 3(2) au cours de la période allant du 
ler avril 1988 au 31 mars 1989 


Edper Enterprises Ltd. Toronto, Ontario 
Hollinger Inc. Toronto, Ontario 
Les Financements Mack (Canada), Ltée - * Oakville, Ontario 
Le Groupe Traders Limitée - * Toronto, Ontario 


* Ces compagnies étaient antérieurement inscrites sous la Loi sur les sociétés 
d'investissement. 
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ANNEXE C 


Rapport de la Société d'assurance-dépéts du Canada 
au 
surintendant des institutions financiéres 


Société d'assurance-depots Canada Deposit 
du Canada Insurance Corporation 


Chas. C. de Léry 


President et chef de President and 
la direction Chief Executive Officer 


le 26 juillet 1989 


Monsieur M.A. Mackenzie 

Surintendant des institutions 
financiéres 

13e étage 

255 7 erus "Kent 

Ottawa (Ontario) 

K1A OH2 


Cher Monsieur Mackenzie, 


Tel que spécifié au paragraphe 31(3) (l’ancien paragraphe 
27(3)) de la Loi sur les sociétés d’investissement, je désire vous 
informer que la Société d’assurance-dépé6ts du Canada n’a pas 
exercé d’activités en vertu de la Loi sur les sociétés 
d’investissement au cours de la période commengant le ler avril 


1988 et se terminant le 31 mars 1989. 


Veuillez agréer l’assurance de mes sentiments les plus 


distingués. 
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ANNEXE D 
Buts et dispositions principales de la Loi sur les sociétés d'investissement 


TU 


La Loi a pour but de mettre sur pied un systéme de rapports, 
d'inscription et d'inspection qui s'applique aux sociétés constituées selon 
la loi fédérale et qui jouent un réle important comme intermédiaires en 
matiére d'investissement et ne sont pas surveillées d'aucune autre maniére. 
D'une fagon trés générale, la Loi s'applique aux sociétés constituées qui 
relévent du fédéral et qui empruntent de l'argent sur les valeurs de leurs 
titres de créance et utilisent une partie ou la totalité du produit en vue 
de a) faire des préts garantis ou non garantis, b) acheter des 
obligations, des débentures, des actions ou d'autres titres, c) acheter des 
contrats de vente a tempérament ou d'autres genres d'obligations découlant 
de la vente de marchandises ou de services, da) investir dans des biens 
immobiliers a des fins d'investissement ou de revente, ou, e) faire 
d'autres investissements ou préts d'une nature analogue. 


Selon les termes de la Loi, une société qui affecte des fonds 
empruntés a des achats, des investissements ou des préts du genre décrit est 
tenue pour faire des "opérations d'investissement" et est qualifiée de 
"societé d'investissement" au sens de la Loi. Cependant, aux termes de 
dispositions particuliéres de la Loi, certaines sociétés qui font des 
opérations d'investissement sont réputées ne pas 6tre des sociétés 
d'investissement et sont exclues pour cette raison de l'application de la 
Loi. Dans cette catégorie entrent a) les syndicats d'émission, courtiers 
ou commergants en valeurs qui détiennent une licence a ce titre en vertu 
d'une loi provinciale, b) les sociétés dont les opérations d'investissement 
et de prét ol l'affectation des fonds empruntés pour fins d'investissement 
mesurés en termes de certains pourcentages fixes, ne sont pas importantes 
relativement A leurs opérations totales, c) les sociétés qui restreignent 
leurs opérations d'investissement a l'investissement de fonds fournis par 
leurs actionnaires principaux, d) les sociétés a but non lucratif 
constituées en vertu de la partie II de la Loi sur les corporations 
Canadiennes et, e) les sociétés qui agissent exclusivement ou 
principalement en qualité de sociétés de portefeuille Aa l'égard d'une ou de 
Plusieurs autres sociétés exergant leur activité dans les domaines de la 
production, de l'industrie, du commerce ou d'autres entreprises analogues 
qui ne sont pas classées comme sociétés d'investissement. Les institutions 
financiéres auxquelles s'applique une autre Loi de surveillance sont 
également spécifiquement exclues de la portée de la Loi. 


En plus des dispositions susmentionnées, qui ont pour effet 
d'exclure de la portée de la Loi certaines catégories de sociétés qui font 
des "opérations d'investissement", la Loi renferme des dispositions selon 
lesquelles, le Ministre, a sa discrétion et eu égard a certains facteurs, 
peut exempter des sociétés de l'application des dispositions de la Loi, sauf 
celles ayant trait A la restriction concernant le transfert a des 
actionnaires non-résidants de la propriété de sociétés de crédit a la vente 


contrélées par des Canadiens. Le Ministre peut exercer ce pouvoir 
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discrétionnaire dans l'une ou l'autre de deux situations principales: 
premiérement, quand les "“opérations d'investissement" faites par une 
societé, ou quand une fraction appréciable de celles-ci, sont de courte 
durée et sont accessoires a sa principale activité; et deuxiémement, quand 
le Ministre est convaincu, eu égard A certains facteurs, notamment la 
source, le montant ou la nature des emprunts de la société ou le degré de 
l'intégration des activités de la société avec celles de sociétés 
apparentées, il n'est pas nécessaire dans l'intérét général que la Loi 
s'applique a la société. 


En définitive, les dispositions principales de la Loi décrite dans 
les deux paragraphes précédents est de limiter l'application de la Loi aux 
sociétés qui agissent a titre d'intermédiaires financiers d'une fagon 
importante et de telle maniére qu'une forme continue de surveillance est 
jugée appropriée dans l'intérét général. Dans le cas de ces sociétés, la 
Loi impose les exigences principales suivantes: 


a) les sociétés doivent demander dans un délai précis de leur délivrer 
un certificat d'inscription; ce certificat sert de moyen d'identification 
aussi bien que de moyen d'exercice d'un contr6éle a effectuer sur les 
activités des sociétés auxquelles des certificats ont été délivrés; 


b) les sociétés doivent présenter au Bureau du surintendant des 
institutions financiéres des états financiers annuels et d'autres 
renseignements que le Bureau peut exiger de temps a autre pour lui permettre 
de juger si la société peut répondre a ses obligations relatives aux fonds 
empruntés; 


c) les sociétés doivent s'abstenir de faire des investissements et des 
préts dans des domaines qui peuvent créer des conflits d'interét sous 
réserve de certaines exemptions et de certains cas ol le Ministre peut, a sa 
discrétion, accorder une exemption; 


d) les sociétés doivent s'assurer que les vérificateurs nommés en vue 
de faire la vérification de leurs opérations répondent a certaines 
exigences, lesquelles sont essentiellement les mémes que celles énoncées 
dans la loi fédérale s'appliquant aux autres institutions financiéres; 


e) les sociétés doivent permettre aux inspecteurs nommés par le 
surintendant des institutions financiéres d'examiner leurs livres et 
registres en tout temps; et 


f) les sociétés doivent verser une cotisation annuelle suffisante pour 
régler les dépenses que nécessitent l'exécution de la Loi et cette 
cotisation est fondée sur la moyenne du total des actifs moyens des 
sociétés. 


En plus des exigences précises susmentionnées, il y a une exigence 
primordiale selon laquelle les sociétés doivent se maintenir dans une 
situation financiére qui permette de prouver leur capacité de répondre aux 
obligations relatives aux fonds qu'elles ont empruntés, ce qui est l'objet 
et la raison d'étre de la Loi. Le Surintendant et le Ministre peuvent 
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procéder de diverses fagons pour s'assurer que, dans la mesure du possible, 
seules les sociétés qui sont dans une situation financiére satisfaisante 
peuvent continuer a fonctionner a titre d'intermédiaires financiers. 


Une caractéristique spéciale de la Loi concerne les dispositions 
des articles 14 a 19 inclusivement dont l'objet est d'assurer que les 
sociétés de crédit a la vente appartenant a des Canadiens demeurent sous le 
contr6le des Canadiens. Ces dispositions placent des restrictions sur le 
transfert des actions de ces sociétés a des non-résidents autres que des 
résidents des Etats-Unis; ces restrictions sont analogues a celles que 
renferment la Loi fédérale applicable aux autres institutions financiéres. 
Elles empéchent également ces sociétés de céder a des non-résidents autres 
que des résidents des Etats-Unis par vente ou aliénation ou d'aliéner 
l'ensemble ou une partie importante de leur entreprise sans l'approbation du 
Ministre. Pour les sociétés assujetties a ces restrictions, la Loi prévoit 
qu'elles peuvent faire une demande de préts d'urgence en argent liquide 
auprés de la Société d'assurance-dépéts du Canada. 
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Bei Office of the Superintendent Bureau du surintendant 


fs of Financial Institutions Canada des institutions financiéres Canada 
¢ 3 Ottawa, cae 
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November 15, 1990 


The Honourable the Minister of State, Finance 
Ottawa 


Dear Minister: 


In accordance with the requirements of section 31 of the Investment 
Companies Act, I have the honour to submit my annual report on the administration 
of the Act. 


The accompanying Report is the Eighteenth Annual Report which covers the 
period April 1, 1989 to March 31, 1990. 


Section 31 of the Act specifies that the report shall be laid before Parliament 


by the Minister within 15 days after he receives it or, if Parliament is not then 
sitting, on any of the first 15 days next thereafter that Parliament is sitting. 


Yours sincerely, 
di 


Michael A. Mackenzie 
Superintendent 
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Canada 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1990 


Le Introduction 


The Investment Companies Act received Royal Assent on April 7, 1971 
and was brought into force effective January 1, 1972. Administration of the Act 
rests with the Superintendent of Financial Institutions under the direction of the 
Minister of Finance who was designated by the Governor in Council on December 
14, 1971 to act as the Minister for the purposes of the Act. The purposes and 
principal provisions of the Act are described, for reference purposes, in Appendix D 
to this Report. 


Section 31 of the Act requires the Superintendent of Financial 
Institutions to report annually to the Minister on the administration of the Act. This 
is the eighteenth Annual Report. 


II. Amendments to Act and Regulations Made Pursuant to Section 36 
During the year covered by this Report, there were no amendments to 

the Act or to the Investment Companies Regulations made by Order in Council P.C. 

1971-2802 on December 21, 1971. No new Regulations were made pursuant to 

section 36 of the Act. 

Ill. Summary of Activities 


A. Registration of Companies 


During the period covered by this Report, no companies were granted a 
certificate of registry under the Act. 


Xerox Canada Finance Inc. was "deregistered" under the Investment 
Companies Act on December 19, 1989 as it was no longer carrying on the business 
of investment within the meaning of the Act. 


There were 17 companies registered under the Act at March 31, 1990. 
The names and locations of the head offices of these companies are in Appendix A to 
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this Report. The assets of these companies, determined from the financial reports 
filed by them in respect of their fiscal years completed during the year ended March 
31, 1990, amounted in aggregate to $28.4 billion. 


The following table shows the number of companies registered under 
the Act as at March 31 of each of the years 1986 to 1990 and the aggregate assets of 
the companies as determined from the non-consolidated annual statements filed by 
them for each of the years: 


Number of Companies Assets of Companies 
March 31, 1986 27 $15.0 billion 
March 31, 1987 23 $18.3 billion 
March 31, 1988 20 $22.4 billion 
March 31, 1989 18 $25.5 billion 
March 31, 1990 17 $28.4 billion 


The following table provides a breakdown by asset size of companies 
registered under the Act as at March 31 of each of the years 1986 to 1990. The data 
respecting assets have been determined in the same manner as that for the preceding 
table: 


Number of Companies 
Asset Size of Company 1986 1987 1988 1989 1990 


Under $100 million 7 Z 
$100 - $200 million 2 4 
$200 - $300 million 4 1 
$300 - $500 million 6 8 
$500 - $1000 million 4 5 
$1000 million and over 4 J 
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The information in these tables reflects the continuing decline in the 
number of companies registered under the Act. At March 31, 1981 there were 44 
companies registered under the Act. The decline is attributable, in large part, to the 
involvement of banks, trust and loan companies and other financial institutions in 
activities such as consumer lending, leasing and other types of financing that had 
previously been the purview of consumer loan and acceptance companies. This has 


b 


resulted in a number of companies discontinuing operations or rearranging their 
corporate structures. 


B. Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain circumstances, 
the Minister has the discretion to grant to an investment company exemption from 
the application of the provisions of the Act, other than the provisions relating to the 
transfer to non-residents of ownership of Canadian-controlled sales finance 
companies. These exemption provisions were intended primarily to permit the 
Minister to grant relief from the reporting, registration and inspection provisions of 
the Act to companies whose activities as financial intermediaries are of a nature that 
compliance with such provisions of the legislation is not considered necessary in the 
public interest. 


During the period covered by this Report, three companies were granted 
exemptions. The names and the locations of the head offices of these companies are 
in Appendix B. 


G; Other Activities 


The Act does not stipulate specific requirements pertaining to the 
frequency of examinations of investment companies. The Office considers the 
registered companies generally to be stable and in sound condition and therefore does 
not conduct annual on-site examinations of all of them. 


IV. Costs of Administration 


Pursuant to section 23 of the Office of the Superintendent of Financial 
Institutions Act, investment companies are to be assessed to cover the expenses 
incurred in connection with the administration of the Act during the immediately 
preceding fiscal year. The assessment made against each company varies directly 
with the amount of the average total assets of the company. The following table 
provides information relating to the costs of administration, the aggregate amount of 
the average total assets of companies assessed, and the rate of assessment per $1 
million of average total assets for each of the fiscal years ended March 31, 1986 to 
March 31, 1990. Costs of administration increased over last year as a result of an 
increase in the number of examinations conducted by the Office. 


Aggregate 
Costs of of average Rate per $1 Million 
Year Administration total assets of average total assets 
1986 $154,013 $13.64 billion $11.29 
1987 $202,098 $16.41 billion $12.31 
1988 $ 88,700 $20.32 billion $ 4.37 
1989 $ 93,754 $23.94 billion $ 3.92 
1990 $128,495 $26.42 billion $ 4.86 


V3 Operations of Canada Deposit Insurance Corporation under the Act 


Sales finance companies in respect of which the Act imposes 
restrictions on the transfer of their shares and the sale of their undertakings to non- 
residents, other than residents of the United States, may obtain loans from Canada 
Deposit Insurance Corporation for emergency liquidity purposes. Subsection 31 (3) 
of the Act provides in part that the Canada Deposit Insurance Corporation shall 
submit to the Superintendent, for inclusion in his Report to the Minister, a report of 
its operations under the Act. The Report of the President and Chief Executive 
Officer of the Canada Deposit Insurance Corporation relating to the period under 
review is reproduced as Appendix C. 
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M. A. Mackenzie l 
Superintendent of Financial 
Institutions 


APPENDIX A 


Investment Companies registered under the Investment Companies Act 
as at March 31, 1990 


Associates Capital Corporation of Toronto, Ontario 
Canada - 
Corporation de Capital Associés 
du Canada 
Beneficial Canada Inc. Willowdale, Ontario 
Canadian Pacific Securities Limited - Toronto, Ontario 


Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Chrysler Credit Canada Ltd. - Mississauga, Ontario 
Crédit Chrysler Canada Ltée 

Ford Credit Canada Limited - Oakville, Ontario 
Crédit Ford du Canada Limitée 

General Electric Capital Canada Inc. - Mississauga, Ontario 
Capital Générale Electrique du 

Canada Inc. 
General Electric Capital Equipment Toronto, Ontario 


Finance Inc. - 
Financement d’Equipement Capital Générale 
Electrique Inc. 


General Motors Acceptance Corporation of Toronto, Ontario 
Canada, Limited - 
General Motors Acceptance Corporation 
du Canada, Limitée 


Household Finance Corporation of Canada - Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 


Hudson’s Bay Company Acceptance Limited - 
Société de Financement des ventes de 
la Baie d’Hudson Limitée 


Montreal Trustco Inc. - 
Montréal Trustco Inc. 


RoyNat Inc. 


Simpsons Acceptance Company Limited - 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - 
Société Financiére Sears Inc. 


The T. Eaton Acceptance Co. Limited - 
Société de Crédit T. Eaton Limitée 


Transamerica Commercial Finance Corporation 
Canada - 
Corporation de Financement Commercial 
Transamerica, Canada 


Trizec Corporation Ltd. - 
La Corporation Trizec Ltée 


Edmonton, Alberta 


Montreal, Quebec 


Montreal, Quebec 


Toronto, Ontario 


Toronto, Ontario 


Toronto, Ontario 


Mississauga, Ontario 


Calgary, Alberta 


APPENDIX B 


Investment Companies Granted Exemption 
pursuant to Subsection 3(2) 
during the period April 1, 1989 to March 31, 1990 


Chevron Canada Enterprises Ltd. Toronto, Ontario 
Evangeline Financial Services Windsor, Nova Scotia 
Corporation 


Henriques Canada Inc. Toronto, Ontario 
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, 8 Canada Deposit Société d’assurance-dépéts APPENDIX C 
Insurance Corporation du Canada 


June 25, 1990 


Mr. M.A. Mackenzie 
Superintendent of Financial 
Institutions 

13th Floor, Kent Square 
255 Albert Street 
OTTAWA, Ontario 

KiA 0H2 


Dear Mr. Mackenzie: 


Pursuant to subsection 31(3) of the Investment Companies Act, I wish to report that 
the Canada Deposit Insurance Corporation had no operations under the Investment 
Companies Act during the period commencing April 1, 1989 and ending on March 31, 


1990. 
Yours truly, 
J. P. Sabourin 
President and 
Chief Executive Officer 
Telephone 
P.O. Box 2340, Stn. D C.P. 2340, Succ. D Téléphone (613) 996-2081 
Ottawa, Ontario Ottawa (Ontario) Facsimile 
K1P 5W5 K1P 5W5 Télécopieur (613) 996-6095 


hd | 


Canada 


| ia : a ; dia iad Ve 


7 = a ee 


on :+ >| Caen 
’ : 4 a ed on a es y ; a 
7 =. 7 a a 
7 Pe 7 
a 7 > — eee - ‘ 
een, By a 
insontesaenl ott. yobau 


\F& dowel no ——— 


man 2R0A-Ge2 11a) 


APPENDIX D 


Purposes and Principal Provisions of the Investment Companies Act 


The purpose of the Act is to establish a system of reporting, registration 
and inspection applicable to federally incorporated companies that are acting in a 
substantial way as investment intermediaries and that are not otherwise supervised. 
Described broadly, the Act applies to those federally incorporated companies that 
raise money on the security of debt instruments and use some or all of the proceeds 
(a) to make secured or unsecured loans, (b) to purchase bonds, debentures, shares or | 
Other securities, (c) to purchase instalment sales contracts or other types of 
obligations arising from the sale of goods or services, (d) to invest in real property 
for investment or resale purposes, or (e) to make other investments or loans of a 
similar nature. 


In legislative terms, a company that uses borrowed funds to make 
purchases, investments or loans of the type described is stated to be carrying on the 
“business of investment" and to be an "investment company" within the meaning of 
the Act. However, the Act contains provisions whereby companies that carry on the 
"business of investment" may be deemed not to be investment companies and thus be 
excluded from the application of the Act. These include (a) securities underwriters, 
brokers or dealers licensed as such under a provincial law, (b) companies whose 
investing and lending activity or use of borrowed funds for investment purposes, 
measured in terms of certain fixed percentages, are not substantial relative to the 
companies’ total operations, (c) companies that restrict their investment activities to 
the investment of funds provided by their principal shareholders, (d) non-profit 
corporations incorporated under Part II of the Canada Corporations Act and (e) 
companies that act exclusively or principally as holding companies for one or more 
other corporations operating as manufacturing, industrial, commercial or similar non- 
investment-type enterprises. Financial institutions to which other supervisory 
legislation is applicable are also specifically excluded from the scope of the Act. 


In addition to these provisions that have the effect of excluding from 
the scope of the Act certain categories of companies that carry on the "business of 
investment", the Act contains provisions whereby the Minister, at his discretion and 
having regard to certain factors, may grant exemption from the application of the 
provisions of the Act, other than those provisions relating to the restriction on the 
transfer to non-residents of ownership of Canadian-controlled sales finance 
companies. The Minister may exercise this discretionary power in either of two main 
sets of circumstances: first, where the "business of investment" carried on by a 
company, or a significant portion of it, is of short duration and is incidental to the 
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whose financial condition is satisfactory continue to function as financial 
intermediaries. 


A special feature of the legislation is set out in the provisions of 
sections 14 to 19 which are intended to ensure that Canadian-controlled sales finance 
companies remain Canadian-controlled. These provisions place restrictions on the 
transfer of shares of Canadian-controlled companies to non-residents, other than 
residents of the United States, similar to restrictions contained in federal legislation 
applicable to other financial institutions. They also prevent companies from selling 
or otherwise disposing of the whole or any substantial part of their undertakings to 
non-residents, other than to residents of the United States, without the approval of 
the Minister. For companies subject to these limitations, provision is made in the 
Act for them to apply for emergency liquidity loans from the Canada Deposit 
Insurance Corporation. 
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The Honourable the Minister of State 
(Finance and Privatization) 
Department of Finance 

Ottawa, Canada 

K1A 0A6 


Dear Minister: 

In accordance with the requirements of section 31 of the Investment 
Companies Act, I have the honour to submit my annual report on the administration of 
the Act. 


The accompanying Report is the Nineteenth Annual Report which covers 
the period April 1, 1990 to March 31, 1991. 


Section 31 of the Act specifies that the Report shall be laid before 


Parliament by the Minister within 15 days after he receives it or, if Parliament is not 
then sitting, on any of the first 15 days next thereafter that Parliament is sitting. 


Yours sincerely, 


NM Ace 


Michael A. Mackenzie 
Superintendent 


Ottawa, November 1991 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1991 


aii. ol —“‘“R 
i Introduction 


The Investment Companies Act received Royal Assent on April 7, 1971 
and was brought into force effective January 1, 1972. Administration of the Act rests 
with the Superintendent of Financial Institutions under the direction of the Minister of 
Finance who was designated by the Governor in Council on December P41 OF latoracs 
as the Minister for the purposes of the Act. The Purposes and principal provisions of 
the Act are described, for reference purposes, in Appendix D to this Report. 


Section 31 of the Act requires the Superintendent of Financial Institutions 
0 report annually to the Minister on the administration of the Act. This is the 
lineteenth Annual Report. 


I. Amendments to Act and Regulations Made Pursuant to Section 36 


During the year covered by this Report, there were no amendments to the 
Act or to the Investment Companies Regulations made by Order in Council P.C. 


1971-2802 on December 21, 1971. No new Regulations were made pursuant to section 
36 of the Act. 


WI. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, three companies, Central 
-apital Corporation, Nissan Canada Finance Inc. and Royal Trustco Ltd., were granted 
| Certificate of registry under the Act. 


There were 20 companies registered under the Act at March Slt 
‘he names and locations of the head offices of these companies are in Appendix A to 
his Report. The assets of these companies, determined from the financial reports filed 
'y them in respect of their fiscal years completed during the year ended March 31, 
991, amounted in aggregate to $36.2 billion. 


The following table shows the number of companies registered under the 
Act as at March 31 of each of the years 1987 to 1991 and the aggregate assets of the 
companies as determined from the non-consolidated annual statements filed by them 
for each of the years: 


Number of Companies Assets of Companies 
March 31, 1987 23 $18.3 billion 
March 31, 1988 20 $22.4 billion 
March 31, 1989 18 $25.5 billion 
March 31, 1990 Ly, $28.4 billion 
March 31, 1991 20 $36.2 billion 


The following table provides a breakdown by asset size of companies 
registered under the Act as at March 31 of each of the years 1987 to 1991. The data 
respecting assets having been determined in the same manner as that for the preceding 
table: 


Number of Companies 
Asset Size of Company 1987 1988 1989 1990 1991 


Under $100 million 2 
$100 - $200 million 4 
~ $200 - $300 million 1 

$300 - $500 million 8 
$500 - $1000 million 3 
$1000 million and over 5 


NARUC KO 
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With the registration of three companies during the period covered by this 
report, the decline in the number of companies registered under the Investment 
Companies Act that has been apparent over several years has been halted. At 
March 31, 1981 there were 44 companies registered under the Act. The decline has 
been attributable, in large part, to the involvement of banks, trust and loan companies 
and other financial institutions in activities such as consumer lending, leasing and other 
types of financing that had previously been the purview of consumer loan and 
acceptance companies. This has resulted in a number of companies discontinuing 
Operations or rearranging their corporate structures. 


B. Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain circumstances, the 
Minister has the discretion to grant to an investment company exemption from the 
application of the provisions of the Act, other than the provisions relating to the 
transfer to non-residents of ownership of Canadian-controlled sales finance companies. 
These exemption provisions were intended primarily to permit the Minister to grant 
relief from the reporting, registration and inspection provisions of the Act to companies 
whose activities as financial intermediaries are of a nature that compliance with such 
provisions of the legislation is not considered necessary in the public interest. 


During the period covered by this Report, three companies were granted 
exemptions. The names and the locations of the head offices of these companies are in 
Appendix B. 


Cc Other Activities 


The Act does not stipulate specific requirements pertaining to the 
frequency of examinations of investment companies. The Office conducts on-site 


examinations as often as is considered necessary based on individual companies’ risk 
profiles. 


IV. Costs of Administration 


Pursuant to section 23 of the Office of the Superintendent of Financial 
Institutions Act, investment companies are to be assessed to cover the expenses 
incurred in connection with the administration of the Act during the immediately 
preceding fiscal year. The assessment made against each company varies directly with 
the amount of the average total assets of the company. The following table provides 
information relating to the costs of administration, the aggregate amount of the average 
total assets of companies assessed, and the rate of assessment per $1 million of average 
total assets for each of the fiscal years ended March 31, 1987 to March Saou 
Costs of administration decreased significantly over last year as a result of a decrease 


in the amount of time spent examining and reviewing the affairs of companies subject 
to the Act. 


Year 


1987 
1988 
1989 
1990 
1991 


Vv. 


Costs 0L 
Administration 


$202,098 
$ 88,700 
$ 93,754 
$128,495 

$76,803 


Aggregate 
of average 
total assets 


$16.41 billion 
$20.32 billion 
$23.94 billion 
$26.42 billion 
$36.07 billion 


Rate per $1 Million 
of average total assets 


D125) 
$ 4.37 
CPE RSP: 
$ 4.86 
Se Zoo 


Operations of Canada Deposit Insurance Corporation under the Act 


Sales finance companies in respect of which the Act imposes restrictions on 


the transfer of their shares and the sale of their undertakings to non-residents, other 
than residents of the United States, may obtain loans from Canada Deposit Insurance 
Corporation for emergency liquidity purposes. Subsection 31(3) of the Act provides in 
part that the Canada Deposit Insurance Corporation shall submit to the Superintendent, 
for inclusion in his Report to the Minister, a report of its operations under the Act. 

The Report of the President and Chief Executive Officer of the Canada Deposit 
Insurance Corporation relating to the period under review is reproduced as Appendix C. 


Wi Maher? 


Michael Mackenzie 
Superintendent of Financial 


Institutions 


APPENDIX A 


Investment Companies registered under the Investment Companies Act 
as at March 31, 1991 


Associates Capital Corporation of 
Canada - 
Corporation de Capital Associés 
du Canada 


Toronto, Ontario 


Beneficial Canada Inc. Willowdale, Ontario 
Canadian Pacific Securities Limited - 
Les Valeurs Mobiliéres Canadien 

Pacifique Limitée 


Toronto, Ontario 


-entral Capital Corporation Toronto, Ontario 


hrysler Credit Canada Ltd. - 


Mississauga, Ontario 
Crédit Chrysler Canada Ltée 


‘ord Credit Canada Limited - Oakville, Ontario 
Crédit Ford du Canada Limitée 
general Electric Capital Canada Inc. - Mississauga, Ontario 
Capital Générale Electrique du 

Canada Inc. 
jeneral Electric Capital Equipment - Toronto, Ontario 


Finance Inc. 
Financement d’Equipement Capital Générale 
Electrique Inc. 


seneral Motors Acceptance Corporation of Toronto, Ontario 
Canada, Limited - 

General Motors Acceptance Corporation 
du Canada, Limitée 


lousehold Finance Corporation of Canada - Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 


Hudson’s Bay Company Acceptance Limited - 
Société de Financement des ventes de 
la Baie d’ Hudson Limitée 


Montreal Trustco Inc. - 
Montréal Trustco Inc. 


Nissan Canada Finance Inc. 
Royal Trustco Ltd. 
RoyNat Inc. 


Simpsons Acceptance Company Limited - 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. - 
Société Financiére Sears Inc. 


The T. Eaton Acceptance Co. Limited - 
Société de Crédit T. Eaton Limitée 


Transamerica Commercial Finance Corporation 
Canada - 
Corporation de Financement Commercial 
Transamerica, Canada 


Trizec Corporation Ltd. - 
La Corporation Trizec Ltée 


Edmonton, Alberta 


Montreal, Quebec 


Toronto, Ontario 
Toronto, Ontario 
Montreal, Quebec 


Toronto, Ontario 


Toronto, Ontario 


Toronto, Ontario 


Mississauga, Ontario 


Calgary, Alberta 


APPENDIX B 


Investment Companies Granted Exemption 
pursuant to Subsection 3(2) 
during the period April 1, 1990 to March 31, 1991 


Sp cies 


Argus Corporation Limited Toronto, Ontario 


Credit Canada Inc. Toronto, Ontario 


171582 Canada Limited Toronto, Ontario 
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Canada Deposit Société d’assurance-dépéts 
Insurance Corporation du Canada APPENDIX C 


Jean Pierre Sabourin 


President and President et 
Chief Executive Officer chef de la direction 


December 12, 1991 


Mr. M.A. Mackenzie 

Superintendent of Financial 
Institutions 

13th Floor, Kent Square 

255 Albert Street 

Ottawa, Ontario 

K1A 0H2 


Dear Mr. Mackenzie: 


Re: Investment Companies Act, R.S. 1985, c. 1-22 
Report under section 31(3) 


By this letter Canada Deposit Insurance Corporation ("CDIC") hereby reports to you under 
section 31(3) of the Investment Companies Act ("the Act"). 


The Act provides that CDIC may make short term liquidity loans to a sales finance company 
when satisfied that the company has substantially exhausted the services of funds reasonably 
available to it and is entitled, in relation to the exercise of that power, to review all 
information on the company filed with the Office of the Superintendent of Financial 
Institutions. 


Funding for any loan CDIC may make to a sales finance company is to come not from 
CDIC’s own funds but rather from a loan made to CDIC by the Consolidated Revenue Fund 
for that purpose. 


Pursuant to our obligation to submit to you after the termination of each fiscal year a report 
of our operations under the Act, we report that CDIC had no operations under the Act during 
the period commencing April 1, 1990 and ending March 31, 1991. 


Yours truly, 
_ 50 O'Connor Street 50, rue O'Connor Telephone 
Suite 1707 Piéce 1707 Téléphone (613) 995-6820 
P.O. Box 2340, Stn. D C.P. 2340, Succ. D Facsimile 
Ottawa, Ontario Ottawa (Ontario) Télécopieur (613) 996-6095 
K1P 5W5 
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APPENDIX D 


Purposes and Principal Provisions of the Investment Companies Act 


The purpose of the Act is to establish a System of reporting, registration and 
inspection applicable to federally incorporated companies that are acting in a 
substantial way as investment intermediaries and that are not otherwise supervised. 
Described broadly, the Act applies to those federally incorporated companies that raise 
money on the security of debt instruments and use some or all of the proceeds (a) to 
make secured or unsecured loans, (b) to purchase bonds, debentures, shares or other 
securities, (c) to purchase instalment sales contracts or other types of obligations 
arising from the sale of goods or services, (d) to invest in real property for investment 
ot resale purposes, or (e) to make other investments or loans of a similar nature. 


In legislative terms, a company that uses borrowed funds to make purchases, 
nvestments or loans of the type described is stated to be Carrying on the "business of 
nvestment” and to be an "investment company” within the meaning of the Act. 
Towever, the Act contains provisions whereby companies that carry on the "business of 
nvestment" may be deemed not to be investment companies and thus be excluded from 
he application of the Act. These include (a) securities underwriters, brokers or dealers 
icensed as such under a provincial law, (b) companies whose investing and lending 
Ctivity or use of borrowed funds for investment purposes, measured in terms of certain 
ixed percentages, are not substantial relative to the companies’ total operations, 

c) companies that restrict their investment activities to the investment of funds 
irovided by their principal shareholders, (d) non-profit corporations incorporated under 
’art II of the Canada Business Corporations Act and (e) companies that act exclusively 
T principally as holding companies for one or more other corporations operating as 
lanufacturing, industrial, commercial or similar non-investment-type enterprises. 
‘inancial institutions to which other supervisory legislation is applicable are also 
pecifically excluded from the scope of the Act. 


In addition to these provisions that have the effect of excluding from the 
cope of the Act certain categories of companies that carry on the “business of 
ivestment”, the Act contains provisions whereby the Minister, at his discretion and 
aving regard to certain factors, may grant exemption from the application of the 
TOvisions of the Act, other than those provisions relating to the restriction on the 
‘ansfer to non-residents of ownership of Canadian-controlled sales finance companies. 
he Minister may exercise this discretionary power in either of two main sets of 
ircumstances: first, where the "business of investment" carried on by a company, or a 
\gnificant portion of it, is of short duration and is incidental to the principal business 


2 


of the company; and second, where the Minister is satisfied, having regard to such 
factors as the source, amount or nature of a company’s borrowings or the extent of the 
integration of the company’s activities with those of related companies, it is not 
necessary in the public interest that the Act apply to the company. 


The net result of the features of the legislation described in the two 
preceding paragraphs is to confine the application of the Act to companies that are 
acting as financial intermediaries in a significant way and in a manner in which a 
continuing form of supervision is considered appropriate in the public interest. In the 
case of these companies, the Act imposes the following principal requirements: 


(a) Companies must make application to the Minister for a certificate of registry 
within certain specified periods of time. The certificate serves as a measure 
of identification as well as a measure through which controls can be 
exercised over the activities of companies to which certificates are issued. 


(b) Companies are required to file annual financial statements with the Office of 
the Superintendent of Financial Institutions and other information the Office 
may require from time to time to permit it to assess the companies’ ability to 
meet their obligations for borrowed funds. 


(c) Companies are required to refrain from making investments and loans where 
there may be a conflict of interest, subject to certain exceptions and to 
certain instances where the Minister may at his discretion grant an 
exemption. 


(d) Companies are required to ensure that the auditors appointed to audit their 
affairs meet certain qualifications, which are substantially the same as those 
specified in federal legislation applicable to other financial institutions. 


(¢) Companies are required to permit examiners appointed by the Superintendent 
of Financial Institutions to examine their books and records at any time. 


(f) Companies are required to pay an annual assessment sufficient to cover the 
expenses incurred in connection with the administration of the Act. 


Assessments are based on the amount of the average total assets of the 
companies. 


In addition to these specific requirements, there is an overriding requirement 
that companies keep themselves in a financial position that demonstrates their ability to 
meet their obligations for funds borrowed by them -- the whole aim and purpose of the 
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legislation. Several courses of action are available to the Superintendent and to the 
Minister to ensure so far as possible that only companies whose financial condition is 
Satisfactory continue to function as financial intermediaries. 


A special feature of the legislation is set out in the provisions of sections 14 
to 19 which are intended to ensure that Canadian-controlled sales finance companies 
remain Canadian-controlled. These provisions place restrictions on the transfer of 
shares of Canadian-controlled companies to non-residents, other than residents of the 
United States, similar to restrictions contained in federal legislation applicable to other 
financial institutions. They also prevent companies from selling or otherwise disposing 
of the whole or any substantial part of their undertakings to non-residents, other than 
to residents of the United States, without the approval of the Minister. For companies 
subject to these limitations, provision is made in the Act for them to apply for 
emergency liquidity loans from the Canada Deposit Insurance Corporation. 
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i vie He Office of the Superintendent Bureau du surintendant 


fe, of Financial Institutions Canada __ des institutions financieres Canada 
Ottawa, Canada 


K1A OH2 


The Honourable the Minister of State 
(Finance and Privatization) 
Department of Finance 

Ottawa, Canada 

KIA 0A6 


Dear Minister: 
In accordance with the requirements of section 31 of the Investment 
Companies Act, I have the honour to submit my annual report on the administration 


of the Act. 


The accompanying Report is the Twentieth Annual Report which covers 
the period April 1, 1991 to March 31, 1992. 


Section 31 of the Act specifies that the Report shall be laid before 
Parliament by the Minister within 15 days after he receives it or, if Parliament is not 


then sitting, on any of the first 15 days next thereafter that Parliament is sitting. 


Yours sincerely, 


Michael A. Mackenzie 
Superintendent 


Ottawa, February 25, 1993 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1992 


I. Introduction 


The Investment Companies Act received Royal Assent on April 7, 
1971 and was brought into force effective January 1, 1972. Administration of the 
Act rests with the Superintendent of Financial Institutions under the direction of 
the Minister of Finance who was designated by the Governor in Council on 
December 14, 1971 to act as the Minister for the purposes of the Act. The 
purposes and principal provisions of the Act are described, for reference purposes, 
in Appendix C to this Report. 


Section 31 of the Act requires the Superintendent of Financial 
Institutions to report annually to the Minister on the administration of the Act. 
This is the twentieth Annual Report. 


II. Amendments to Act and Regulations Made Pursuant to Section 36 


During the year covered by this Report, there were no amendments to 
the Act or to the Investment Companies Regulations made by Order in Council 
P.C. 1971-2802 on December 21, 1971. No new Regulations were made pursuant 
to section 36 of the Act. 


III. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, one company, Toyota 
Credit Canada Inc., was granted a certificate of registry under the Act. 


There were 21 companies registered under the Act at March 31, 1992. 
The names and locations of the head offices of these companies are in Appendix A 
to this Report. The assets of these companies, determined from the financial 
reports filed by them in respect of their fiscal years completed during the year 
ended March 31, 1992, amounted in aggregate to $33.2 billion. 


The following table shows the number companies registered under the 
Act as at March 31 of each of the years 1988 to 1992 and the aggregate assets of 
_the companies as determined from the non-consolidated annual statements filed by 
_ them for each of the years: 


Number of Companies Assets of Companies 
March 31, 1988 20 $22.4 billion 
March 31, 1989 18 $25.5 billion 
March 31, 1990 17 $28.4 billion 
March 31, 1991 20 $36.2 billion 
March 31, 1992 Zl $33.2 billion 


The decrease in aggregate assets of companies registered under the 
Act to $33.2 billion from $36.2 billion a year earlier is attributed, in large part, to 
the practice of sales finance companies securitizing and selling receivables, which 
practice is becoming more prevalent in Canada. 


The following table provides a breakdown by asset size of companies 
registered under the Act as at March 31 of each of the years 1988 to 1992. The 
data respecting assets having been determined in the same manner as that for the 
preceding table: 


Asset Size of Company 1988 1989 1990 1991 1992 
Under $100 million 0 0 0 1 2 
$100 - $200 million 4 2 i) 2 Z 
$200 - $300 million 0 0 0 0 1 
$300 - $500 million 5 5 5 3 3 
$500 - $1000 million 4 3 3 4 5 
$1000 million and over a 8 vf 10 8 
20 18 gtk: 20 oF 


B. Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain circumstances, 
the Minister has the discretion to grant to an investment company exemption from 
the application of the provisions of the Act, other than the provisions relating to 
the transfer to non-residents of ownership of Canadian-controlled sales finance 
companies. These exemption provisions were intended primarily to permit the 
Minister to grant relief from the reporting, registration and inspection provisions 
of the Act to companies whose activities as financial intermediaries are of a nature 
that compliance with such provisions of the legislation is not considered necessary 
in the public interest. Although several companies have been granted exemption 
from the application of the provisions of the Act since the Act was enacted, no 
exemptions were granted during the period covered by this report. 
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Cc. Examination of Companies 


The Act does not stipulate specific requirements pertaining to the 
frequency of examinations of investment companies. The Office conducts on-site 
examinations as often as is considered necessary based on individual companies’ 
risk profiles. 


D. Central Capital Corporation (CCC) 


CCC was established in 1986 as a management holding company providing a broad 
range of financial services directly and through its operating subsidiary companies 
which were primarily active in trust and loan, insurance and money management 
businesses. It was registered under the Act on September 13, 1990. 


In the first quarter of 1991, as a result of a continued decline in reported earnings 
and the effects of a prolonged recession on the economy, CCC encountered 
difficulty in renewing expiring banking facilities. The quarterly dividend on its 
common and Class A subordinated voting shares was reduced. The dividend 
payable October 1, 1991 on all classes of shares was eliminated and no further 
dividends were paid thereafter. 


Throughout 1991, CCC attempted to sell the company’s major operating 
subsidiaries. No firm bids were received. At the end of November 1991 CCC 
found itself unable to make principal or interest payments on any of its debt other 
than one series of secured Notes and met with its lenders in an effort to develop a 
debt restructuring plan.’ 


1 4 ’ ; nes 
Subsequent to the period covered by the report, CCC has been involved in a number of legal proceedings with its 
creditors in order to reach agreement on CCC’s reorganization and restructuring. 


On July 9, 1992 , the Ontario Court of Justice (General Division), among other things, appointed Peat Marwick 
Thorne Inc. Administrator pursuant to the provisions of the Companies’ Creditors Arrangement Act (Canada), approved the 
transfer of certain of CCC’s major assets to a newly incorporated company owned by CCC’s creditors and authorized CCC 
to file with the Court, a formal plan of arrangement with its creditors and shareholders relating to CCC’s remaining assets. 
On November 24, 1992 a plan of arrangement (the Plan) was considered and approved which provides for the reorganization 
of CCC’s share capital and notes. On December 18, 1992 the Court sanctioned the Plan with effect on January 1, 1993. 
Under the Plan, unsecured creditors of CCC receive $21 million of secured notes and 90% of share capital of CCC in 
exchange for the extinguishment of all remaining unsecured indebtedness owing by CCC to such creditors as at June 15, 
1992. The Plan does not affect the secured obligations of CCC. Unsecured creditors of CCC with claims of 
less than $10,000 (and those who elected to reduce their claims to $10,000) will be paid cash within 30 days after the Plan 
becomes effective. Existing shareholders will retain 10% of the share capital of the reorganized corporation. 


IV. Costs of Administration 


Pursuant to section 23 of the Office of the Superintendent of Financial 
Institutions Act, investment companies are assessed to cover the expenses incurred 
in connection with the administration of the Act during the immediately preceding 
fiscal year. The assessments made against each company varies directly with the 
amount of the average total assets of the company. The following table provides 
information relating to the costs of administration, the aggregate amount of the 
average total assets of companies assessed, and the rate of assessment per $1 
million of average total assets for each of the fiscal years ended March 31, 1988 to 
March 31, 1992. Costs of administration increased significantly during the period 
covered by this report as a result of greater time spent examining and reviewing 
the affairs of companies subject to the Act. 


Aggregate 
Costs of of average Rate per $1 Million 

Year Administration total assets of average total assets 
1988 $ 88,700 $20.32 billion $ 4.37 

1989 $ 93,754 $23.94 billion $93,292 

1990 $128,495 $26.42 billion $ 4.86 

199] $ 76,803 $36.07 billion S 2213 

1992 $254,937 $34.60 billion $ 7.37 

V. Operations of the Canada Deposit Insurance Corporation 


under the Act 


Sales finance companies in respect of which the Act imposes 
restrictions on the transfer of their shares and the sale of their undertakings to non- 
residents, other than residents of the United States, may obtain loans from the 
Canada Deposit Insurance Corporation for emergency liquidity purposes. 
Subsection 31(3) of the Act provides in part that the Canada Deposit Insurance 
Corporation shall submit to the Superintendent, for inclusion in his Report to the 
Minister, a report of its operations under the Act. The Report of the President and 
Chief Executive Officer of the Canada Deposit Insurance Corporation relating to 
the period under review is reproduced as Appendix B. 


NOM exh spr 


Michael A. Mackenzie 
Superintendent of Financial 
Institutions 


APPENDIX A 


Investment Companies registered under the Investment Companies Act 
as at March 31, 1992 


Associates Capital Corporation of Toronto, Ontario 
Canada 

Corporation de Capital Associés 

du Canada 

Beneficial Canada Inc. Willowdale, Ontario 
Canadian Pacific Securities Limited Toronto, Ontario 


Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Central Capital Corporation Toronto, Ontario 


Chrysler Credit Canada Ltd. Mississauga, Ontario 
Crédit Chrysler Canada Ltée 


Ford Credit Canada Limited Oakville, Ontario 
Crédit Ford du Canada Ltée 


General Electric Capital Canada Inc. Mississauga, Ontario 
Capital Générale Electrique du Canada Inc. 


General Electric Capital Equipment Toronto, Ontario 
Finance Inc. 

Financement d’Equipement Capital Générale 

Electrique Inc. 


General Motors Acceptance Corporation of Toronto, Ontario 
Canada, Limited 

General Motors Acceptance Corporation du 

Canada, Limitée 


Household Finance Corporation of Canada Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 


Hudson’s Bay Company Acceptance Limited 
Société de Financement des ventes de 
la Baie d’Hudson Limitée 


Montreal Trustco Inc. 
Montréal Trustco Inc. 


Nissan Canada Finance Inc. 


Royal Trustco Ltd. 
Trustco Royal Limitée 


RoyNat Inc. 


Simpsons Acceptance Company Limited 
La Compagnie Financiére Simpsons Limitée 


Sears Acceptance Company Inc. 
Société Financiére Sears Inc. 


The T. Eaton Acceptance Co. Limited 
Société de Crédit T. Eaton Limitée 


Toyota Credit Canada Inc. 


Transamerica Commercial Finance Corporation 
Canada 

Corporation de Financement Commercial 
Transamerica, Canada 


Trizec Corporation Ltd 
La Corporation Trizec Ltée 


Edmonton, Alberta 


Montreal, Quebec 


Toronto, Ontario 


Toronto, Ontario 


Montreal, Quebec 


Toronto, Ontario 
Toronto, Ontario 
Toronto, Ontario 


Markham, Ontario 


Mississauga, Ontario 


Calgary, Alberta 


APPENDIX B 


Canada Deposit Société d’assurance-dépéts 
Insurance Corporation du Canada 


Jean Pierre Sabourin 


President and Président et 
Chief Executive Officer chef de la direction 


October 16, 1992 


Mr. Michael A. Mackenzie 
Superintendent of Financial Institutions 
Office of the Superintendent 

of Financial Institutions 
13th Floor, Kent Square 
255 Albert Street 
Ottawa, Ontario K1A 0H2 


Dear Mr. Mackenzie: 


SUBJECT: INVESTMENT COMPANIES ACT, R.S. 1985, C. 1-22 
REPORT UNDER SECTION 31(3) 


By this letter Canada Deposit Insurance Corporation ("CDIC") hereby reports to you under 
section 31(3) of the Investment Companies Act ("the Act"). 


The Act provides that CDIC may make short term liquidity loans to a sales finance company 
when Satisfied that the company has substantially exhausted the services of funds reasonably 
available to it and is entitled, in relation to the exercise of that power, to review all information 
on the company filed with the Office of the Superintendent of Financial Institutions. 


Funding for any loan CDIC may make to a sales finance company is to come not from CDIC’s 
own funds but rather from a loan made to CDIC by the Consolidated Revenue Fund for that 


purpose. 


Pursuant to our obligation to submit to you after the termination of each fiscal year a report of 
our operations under the Act, we report that CDIC had no operations under the Act during the 
period commencing April 1, 1991 and ending March 31, 1992. 


Yours truly, 
4 
50 O'Connor Street 50, rue O'Connor Telephone 
Suite 1707 Piéce 70h . Telephone (613) 995-6820 
P.O. Box 2340, Stn. D C.P. 2340, Succ. acsimile 
Ottawa, Ontario Ottawa (Ontario) Télécopieur (613) 996-6095 
K1P 5W5 K1iP 5W5 


iol 


Canada 


APPENDIX C 


Purposes and Principal Provisions of the Investment Companies Act 


The purpose of the Act is to establish a system of reporting, registration and 
inspection applicable to federally incorporated companies that are acting in a 
substantial way as investment intermediaries and that are not otherwise supervised. 
Described broadly, the Act applies to those federally incorporated companies that raise 
money on the security of debt instruments and use some or all of the proceeds (a) to 
make secured or unsecured loans, (b) to purchase bonds, debentures, shares or other 
securities, (c) to purchase instalment sales contracts or other types of obligations 
arising from the sale of goods or services, (d) to invest in real property for investment 
tr resale purposes, or (e) to make other investments or loans of a similar nature. 


In legislative terms, a company that uses borrowed funds to make purchases, 
nvestments or loans of the type described is stated to be carrying on the "business of 
nvestment" and to be an "investment company" within the meaning of the Act. 
However, the Act contains provisions whereby companies that carry on the "business of 
nvestment" may be deemed not to be investment companies and thus be excluded from 
he application of the Act. These include (a) securities underwriters, brokers or dealers 
icensed as such under a provincial law, (b) companies whose investing and lending 
iCtivity or use of borrowed funds for investment purposes, measured in terms of certain 
‘ixed percentages, are not substantial relative to the companies’ total operations, 

c) companies that restrict their investment activities to the investment of funds 
rovided by their principal shareholders, (d) non-profit corporations incorporated under 
art II of the Canada Business Corporations Act and (e) companies that act exclusively 
3 principally as holding companies for one or more other corporations operating as 
nanufacturing, industrial, commercial or similar non-investment-type enterprises. 
“inancial institutions to which other supervisory legislation is applicable are also 
specifically excluded from the scope of the Act. 


In addition to these provisions that have the effect of excluding from the 
icope of the Act certain categories of companies that carry on the "business of 
nvestment", the Act contains provisions whereby the Minister, at his discretion and 
1aving regard to certain factors, may grant exemption from the application of the 
rovisions of the Act, other than those provisions relating to the restriction on the 
tansfer to non-residents of ownership of Canadian-controlled sales finance companies. 
"he Minister may exercise this discretionary power in either of two main sets of 
‘ircumstances: first, where the "business of investment" carried on by a company, or a 
ignificant portion of it, is of short duration and is incidental to the principal business 


2 


of the company; and second, where the Minister is satisfied, having regard to such 
factors as the source, amount or nature of a company’s borrowings or the extent of the 
integration of the company’s activities with those of related companies, it is not 
necessary in the public interest that the Act apply to the company. 


The net result of the features of the legislation described in the two 


preceding paragraphs is to confine the application of the Act to companies that are 
acting as financial intermediaries in a significant way and in a manner in which a 
continuing form of supervision is considered appropriate in the public interest. In the 
case of these companies, the Act imposes the following principal requirements: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Companies must make application to the Minister for a certificate of registry 
within certain specified periods of time. The certificate serves as a measure 
of identification as well as a measure through which controls can be 
exercised over the activities of companies to which certificates are issued. 


Companies are required to file annual financial statements with the Office of 
the Superintendent of Financial Institutions and other information the Office 
may require from time to time to permit it to assess the companies’ ability to 
meet their obligations for borrowed funds. 


Companies are required to refrain from making investments and loans where 
there may be a conflict of interest, subject to certain exceptions and to 
certain instances where the Minister may at his discretion grant an 
exemption. 


Companies are required to ensure that the auditors appointed to audit their 
affairs meet certain qualifications, which are substantially the same as those 
specified in federal legislation applicable to other financial institutions. 


Companies are required to permit examiners appointed by the Superintendent 
of Financial Institutions to examine their books and records at any time. 


Companies are required to pay an annual assessment sufficient to cover the 
expenses incurred in connection with the administration of the Act. 
Assessments are based on the amount of the average total assets of the 
companies. 


In addition to these specific requirements, there is an overriding requirement 


that companies keep themselves in a financial position that demonstrates their ability to 
meet their obligations for funds borrowed by them -- the whole aim and purpose of the 


3 


legislation. Several courses of action are available to the Superintendent and to the 
Minister to ensure so far as possible that only companies whose financial condition is 
Satisfactory continue to function as financial intermediaries. 


A special feature of the legislation is set out in the provisions of sections 14 
to 19 which are intended to ensure that Canadian-controlled sales finance companies 
remain Canadian-controlled. These provisions place restrictions on the transfer of 
shares of Canadian-controlled companies to non-residents, other than residents of the 
United States, similar to restrictions contained in federal legislation applicable to other 
financial institutions. They also prevent companies from selling or otherwise disposing 
of the whole or any substantial part of their undertakings to non-residents, other than 
to residents of the United States, without the approval of the Minister. For companies 
subject to these limitations, provision is made in the Act for them to apply for 
emergency liquidity loans from the Canada Deposit Insurance Corporation. 
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K1A OH: 


_ The Honourable the Minister of Finance 
_ Department of Finance 

Ottawa, Canada 

KIA 0A6 


Dear Minister: 


In accordance with the requirements of section 31 of the Investment 
_ Companies Act, I have the honour to submit my annual report on the administration 
of the Act. 


| The accompanying Report is the twenty-first Annual Report which 
covers the period April 1, 1992 to March 31, 1993. 


Section 31 of the Act specifies that the Report shall be laid before 
Parliament by the Minister within 15 days after he receives it or, if Parliament is 
not then sitting, on any of the first 15 days next thereafter that Parliament is 
sitting. 


Yours sincerely, 
Wither bevy 


Michael A. Mackenzie 
Superintendent 


Canada 


vy eee bi sean chee 


+ 


: ee voi OP 
i - J ara 


P 
: aay NO m4. 
Lr TR eau ik a nie conip tte 
4 1. (Wntpertcl ae Dee ge herrd cveeats 


thu Mer ‘ i 
© \ a : 
4 - ! 


Dia. Tah i oa Pete ran bs j rie a shite 

i By es Lay fh bee uy ie ee saa bod 
, a4 . The 3 

an 

Oe 220 eS hice wae Op 4 ya’ “it i ‘Hwee 

Mee le tt “itil (Lgyahret fal ly aa ia 

fg } AMS La aa at dul the oar 


eu = Le > : 7 
ss ed ; ahs zi ee Ne D 


€ io | a MW 
aes te omAmae f ns 


aa 


Hq 


| | ‘ ne Nt py 1 i ih MF is Aimee i! ae? if fi i 
‘i ‘ . j Arh t 
ee Ay a oe * oe NS Mu ti al Loy #! pt : ti 
| : j 


he w" ae 


der ; if el rm ry Af ‘) \ A a i : + 
tion pict harttin |) | 
oN r ee 


Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1993 


a aoe 0 a 


i. Introduction 


The Investment Companies Act received Royal Assent on 
April 7, 1971 and was brought into force effective January 1, 1972. 
Administration of the Act rests with the Superintendent of Financial Institutions 
under the direction of the Minister of Finance who was designated by the Governor 
in Council on December 14, 1971 to act as the Minister for the purposes of the 
Act. The purposes and principal provisions of the Act are described, for reference 
purposes, in Appendix C to this Report. 


Section 31 of the Act requires the Superintendent of Financial 
Institutions to report annually to the Minister on the administration of the Act. 
This is the twenty-first Annual Report. 


II. Amendments to Act and Regulations Made Pursuant to Section 36 


On June 1, 1992, certain consequential amendments to the Act came 
into force as a result of the promulgation of the Bank Act, the Trust and Loan 
Companies Act, the Cooperative Credit Associations Act and the Insurance Companies 
Act. Another consequential amendment to the Act came into force on November 
30, 1992 due to the renaming of the Bankruptcy Act to the Bankruptcy and 
Insolvency Act. There were no amendments to the Investment Companies 
Regulations made by Order in Council P.C. 1971-2802 on December 21, 1971. No 
new Regulations were made pursuant to section 36 of the Act. 


Hil. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, one company, Evangeline 
Financial Services Corporation, was granted a certificate of registry under the Act 
and another company, Simpsons Acceptance Company Limited, received a 
certificate of dissolution issued under the Canada Business Corporations Act and is 
no longer registered under the Act. Its assets and liabilities were assumed by an 
affiliate, Hudson’s Bay Company Acceptance Limited, a company registered under 
the Act. 
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There were 19 companies registered under the Act at March 31, 1993. 
The names and locations of the head offices of the registered companies are in 
Appendix A to this Report. The assets of these companies, determined from the 
financial reports filed by them in respect of their fiscal years completed during the 
year ended March 31, 1993, amounted in aggregate to $27.6 billion. 


The following table shows the number of companies registered under 
the Act as at March 31 of each of the years 1989 to 1993 and the aggregate assets 
of the companies as determined from the non-consolidated annual statements filed 
by them for each of the years: 


Number of Companies Assets of Companies 
March 31, 1989 18 $25.5 billion 
March 31, 1990 iN $28.4 billion 
March 31, 1991 20 $36.2 billion 
March 31, 1992 pA $33.2 billion 
March 31, 1993 19 $27.6 billion 


The decrease in aggregate assets of companies registered under the 
Act to $27.6 billion is attributed, in large part, to the practice of sales finance 
companies securitizing and selling receivables, continuing a trend noted in the year 
ended March 31, 1992 and to the general weak economic conditions. An additional 
factor for the period covered by the Report is that there are two fewer companies 
registered under the Act. This drop in the number of companies accounts for 
approximately $2.0 billion of the decrease in aggregate assets from the $33.2 
billion in aggregate assets determined for 1992. 


The following table provides a breakdown by asset size of companies 
registered under the Act as at March 31 of each of the years 1989 to 1993. The 
data respecting assets having been determined in the same manner as that for the 
preceding table: 


Asset Size of Company 1989 1990 1991 1992 1993 


Under $100 million 
$100 - $200 million 
$200 - $300 million 
$300 - $500 million 
$500 - $1000 million 
$1000 million and over 


SI Cores Or tS 
S| UWNONS 
| OMNWreN Wd 
| ES To OS 


| 
| 
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B. Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain circumstances, 
the Minister has the discretion to grant to an investment company exemption from 
the application of the provisions of the Act, other than the provisions relating to 
the transfer to non-residents of ownership of Canadian-controlled sales finance 
companies. These exemption provisions were intended primarily to permit the 
Minister to grant relief from the reporting, registration and inspection provisions 
of the Act to companies whose activities as financial intermediaries are of a nature 


that compliance with such provisions of the legislation is not considered necessary 
in the public interest. 


During this reporting period, two registered investment companies 
were granted exemptions from the Act; namely, General Electric Capital Canada 
Inc. and The T. Eaton Acceptance Co. Limited. Two other companies, that had 
not previously been subject to the Act, were also granted exemptions. 


Cc Examination of Companies 


The Act does not stipulate specific requirements pertaining to the 
frequency of examinations of investment companies. The Office conducts on-site 
examinations as often as is considered necessary based on individual companies’ 
risk profiles. 


D. Royal Trustco Limited (Trustco) 


Trustco was incorporated on November 3, 1978 under the Canada 
Business Corporations Act. It was the financial services holding company for the 
Royal Trust group of companies which included the two major Canadian operating 
subsidiaries, Royal Trust Corporation of Canada and The Royal Trust Company. 


_ Trustco was registered under the Act on November 29, 1990. 


As a result of financial difficulties experienced by Trustco during 
1992, its ability to continue to support its deposit-taking and trust subsidiaries 


| became impaired. These financial difficulties included, among other things, an 


unconsolidated loss of $852 million for fiscal 1992 and downgrades in its credit 

ratings by bond rating agencies leading to difficulty in raising funds in capital 

markets on commercially reasonable terms. On March 18, 1993, Trustco signed an 

Agreement in Principle with Royal Bank of Canada whereby the bank would 
purchase Trustco’s Canadian and international operating subsidiaries. 


Subsequent to the period covered by this Report, on June 18, 1993, 
Trustco changed its name to Gentra Inc. (Gentra) and entered into a Definitive 
Agreement with Royal Bank of Canada to provide that the transactions 
contemplated therein would be effected as part of a Plan of Arrangement under the 
Canada Business Corporations Act. The Plan of Arrangement (Plan) was approved 
by the Ontario Court of Justice (General Division) on August 30, 1993. The plan 
provided for a fundamental restructuring of Gentra that included among other 
things: 


- changing the maturity dates of certain of Gentra’s senior and 
subordinated debt; 


- giving preferred shareholders the option to exchange their shares for a 
new Class of junior subordinated debt ranking below existing 
subordinated debt; 


- reducing the membership on the Board of Directors from 23 to 10 
persons, and 


- authorizing Gentra to proceed, as provided for in the Definitive 
Agreement, with the sale of substantially all of its Canadian and 
international operations to Royal Bank of Canada and to repurchase 
from the bank those assets the bank did not want to retain. 


The transactions under the Definitive Agreement closed on September 1, 1993. 
E. Trizec Corporation Ltd. (Trizec) 


Trizec was incorporated on October 5, 1960 under the Canada 
Corporations Act and on March 31, 1980, was continued under the Canada Business 
Corporations Act. It is a holding company for subsidiaries whose principal 
businesses focus on owning, managing and developing commercial properties in 
Canada and the United States. Trizec was registered under the Act on April 24, 
1978. 


In fiscal 1992, Trizec sustained an unconsolidated loss of 
$544.1 million and subsequently had its credit rating reduced by bond rating 
agencies. In August, 1993, subsequent to the period covered by the Report, Trizec 
announced a recapitalization plan to deal with its outstanding debt obligations. 
Trizec has approximately $1,134 million of senior debentures, $292 million of 
junior indebtedness and $440 million of preferred shares which are affected by the 
plan. Of these amounts, approximately $980 million comes due in the next three 
years. 
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A series of meetings was held in Fall 1993 between the company and 
its shareholders and debentureholders. Holders of senior debentures and preferred 
shares formed committees to represent their interests. On October 14, 1993 the 
Court of the Queen’s Bench of Alberta set December 7, 1993 as the date of the 
meeting for shareholders and debentureholders to vote on a recapitalization plan 
that will be implemented pursuant to a plan of arrangement under the Canada 
Business Corporations Act. 


On October 13, 1993, in a joint news release with the Steering 
Committee of the senior debentureholders, Trizec announced that it would not 
make further payments on its debentures until the recapitalization plan is approved. 
On November 9, 1993, Trizec announced that it will apply to the Court to postpone 
the date of the meeting to vote on the plan in order to give interested parties more 
time to explore all issues surrounding the recapitalization plan. 


IV. Costs of Administration 


Pursuant to section 23 of the Office of the Superintendent of Financial 
Institutions Act, investment companies are assessed to cover the expenses incurred 
in connection with the administration of the Act during the immediately preceding 
fiscal year. The assessments made against each company vary directly with the 
_ amount of the average total assets of the company. The following table provides 
information relating to the costs of administration, the aggregate amount of the 
average total assets of companies assessed, and the rate of assessment per $1 
million of average total assets for each of the fiscal years ended March 31, 1989 to 
_ March 31, 1993. Costs of administration decreased somewhat during the period 
_ covered by this Report from the previous year, although they continue to be above 
the administrative costs incurred during the period 1989 to 1991. This is a result 
of the greater time spent examining and reviewing the affairs of companies subject 
_ to the Act during the past 2 years. 


Aggregate 

| Costs of of average Rate per $1 Million 
ley car Administration total assets of average total assets 
| 1989 be 93,754 $ 23.94 billion S392 
1990 Sms 405 $ 26.42 billion $ 4.86 
; 1991 an O5603 $ 36.07 billion ve ea A 
1992 $ 254,937 $ 34.60 billion ee) 

$ 29.40 billion See eae 


1993 $ 212,386 


Ve Operations of the Canada Deposit Insurance Corporation 
Under the Act 


Sales finance companies in respect of which the Act imposes 
restrictions on the transfer of their shares and the sale of their undertakings to non- 
residents, other than residents of the United States, may obtain loans from the 
Canada Deposit Insurance Corporation for emergency liquidity purposes. 
Subsection 31(3) of the Act provides in part that the Canada Deposit Insurance 
Corporation shall submit to the Superintendent, for inclusion in his Report to the 
Minister, a report of its operations under the Act. The Report of the President and 
Chief Executive Officer of the Canada Deposit Insurance Corporation relating to 
the period under review is reproduced as Appendix B. 


Michael A. Mackenzie 
Superintendent of Financial 
Institutions 


APPENDIX A 


Investment Companies Registered Under the Investment Companies Act 
as at March 31, 1993 


SEE eee ee 


Associates Capital Corporation of Toronto, Ontario 
Canada 

Corporation de Capital Associés 

du Canada 

Beneficial Canada Inc. Willowdale, Ontario 
Canadian Pacific Securities Limited Toronto, Ontario 


Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Central Capital Corporation Toronto, Ontario 

Chrysler Credit Canada Ltd. Mississauga, Ontario 

Crédit Chrysler Canada Ltée 

Evangeline Financial Services Corporation Windsor, Nova Scotia 
Ford Credit Canada Limited Oakville, Ontario 


Crédit Ford du Canada Limitée 


General Electric Capital Equipment Toronto, Ontario 
Finance Inc. 

_Financement d’Equipement Capital Générale 

Electrique Inc. 


| General Motors Acceptance Corporation of Toronto, Ontario 
Canada, Limited | 

General Motors Acceptance Corporation du 

Canada, Limitée 

Household Finance Corporation of Canada Toronto, Ontario 
La Compagnie de Finance Household du 

~ Canada 


Hudson’s Bay Company Acceptance Limited 
Société de Financement des ventes de 
la Baie d’Hudson Limitée 


Montreal Trustco Inc. 
Montréal Trustco Inc. 


Nissan Canada Finance Inc. 


Royal Trustco Limited * 
Trustco Royal Limitée 


RoyNat Inc. 


Sears Acceptance Company Inc. 
Société Financiere Sears Inc. 


Toyota Credit Canada Inc. 


Transamerica Commercial Finance Corporation, 
Canada 

Corporation de Financement Commercial 
Transamerica, Canada 


Trizec Corporation Ltd. 
La Corporation Trizec Ltée 


* Name changed to Gentra Inc. on June 18, 1993. 


Edmonton, Alberta 


Montreal, Quebec 


Toronto, Ontario 


Toronto, Ontario 


Montreal, Quebec 


Toronto, Ontario 


Markham, Ontario 


Mississauga, Ontario 


Calgary, Alberta 


: 


APPENDIX B 


Canada Deposit Société d’assurance-dépéts 
Insurance Corporation du Canada 


Jean Pierre Sabourin 


President and Président et 
Chief Executive Officer chef de la direction 


September 1, 1993 


Mr. Michael A. Mackenzie 
Superintendent of Financial Institutions 
Office of the Superintendent 

of Financial Institutions 
16th Floor, Kent Square 
255 Albert Street 
Ottawa, Ontario K1A 0H2 


Dear Mr. Mackenzie: 


SUBJECT: INVESTMENT COMPANIES ACT, R.S. 1985, C. 1-22 
REPORT UNDER SECTION 31(3) 


By this letter Canada Deposit Insurance Corporation ("CDIC") hereby reports to you under 
section 31(3) of the Investment Companies Act ("the Act"). 


The Act provides that CDIC may make short term liquidity loans to a sales finance company 
when satisfied that the company has substantially exhausted the services of funds reasonably 
available to it and is entitled, in relation to the exercise of that power, to review all information 
on the company filed with the Office of the Superintendent of Financial Institutions. 


Funding for any loan CDIC may make to a sales finance company is to come not from CDIC’s 
own funds but rather from a loan made to CDIC by the Consolidated Revenue Fund for that 
purpose. 


Pursuant to our obligation to submit to you after the termination of each fiscal year a report of 
Our operations under the Act, we report that CDIC had no operations under the Act during the 
period commencing April 1, 1992 and ending March 31, 1993. 


Yours truly, 
50 O'Connor Street 50, rue O’Connor Telephone 
Suite 1707 Piéce 1707 Telephone (613) 995-6820 
P.O. Box 2340, Stn. D C.P: 2340, Succ. D acsimile 
Ottawa, Ontario Ottawa (Ontario) Télécopieur (613) 996-6095 


K1P 5W5 K1iP 5W5 


hd | 


Canada 


APPENDIX C 


Purposes and Principal Provisions of the Investment Companies Act 


The purpose of the Act is to establish a system of reporting, registration 
and inspection applicable to federally incorporated companies that are acting ina 
substantial way as investment intermediaries and that are not otherwise 
supervised. Described broadly, the Act applies to those federally incorporated 
companies that raise money on the security of debt instruments and use some or all 
of the proceeds (a) to make secured or unsecured loans, (b) to purchase bonds, 
debentures, shares or other securities, (c) to purchase instalment sales contracts or 
other types of obligations arising from the sale of goods or services, (d) to invest 
in real property for investment or resale purposes, or (e) to make other 
investments or loans of a similar nature. 


In legislative terms, a company that uses borrowed funds to make 
purchases, investments or loans of the type described is stated to be carrying on 
the "business of investment" and to be an "investment company" within the 
meaning of the Act. However, the Act contains provisions whereby companies 
that carry on the "business of investment" may be deemed not to be investment 
companies and thus be excluded from the application of the Act. These include (a) 
securities underwriters, brokers or dealers licensed as such under a provincial 
law, (b) companies whose investing and lending activity or use of borrowed funds 
for investment purposes, measured in terms of certain fixed percentages, are not 
substantial relative to the companies’ total operations, (c) companies that restrict 
their investment activities to the investment of funds provided by their principal 
shareholders, (d) non-profit corporations incorporated under Part II of the Canada 
Business Corporations Act and (e) companies that act exclusively or principally as 
holding companies for one or more other corporations operating as manufacturing, 
industrial, commercial or similar non-investment-type enterprises. Financial 
institutions to which other supervisory legislation is applicable are also 
specifically excluded from the scope of the Act. 


In addition to these provisions that have the effect of excluding from the 
scope of the Act certain categories of companies that carry on the "business of 
investment", the Act contains provisions whereby the Minister, at his discretion 
and having regard to certain factors, may grant exemption from the application of 
the provisions of the Act, other than those provisions relating to the restriction on 
the transfer to non-residents of ownership of Canadian-controlled sales finance 
companies. The Minister may exercise this discretionary power in either of two 
main sets of circumstances: first, where the "business of investment" carried on 
by a company, or a significant portion of it, is of short duration and is incidental 
to the principal business of the company; and second, where the Minister is 
satisfied, having regard to such factors as the source, amount or nature of a 


2 


company’s borrowings or the extent of the integration of the company’s activities 
with those of related companies, it is not necessary in the public interest that the 
Act apply to the company. 


The net result of the features of the legislation described in the two 


preceding paragraphs is to confine the application of the Act to companies that are 
acting as financial intermediaries in a significant way and in a manner in which a 

continuing form of supervision is considered appropriate in the public interest. In 
the case of these companies, the Act imposes the following principal requirements: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Companies must make application to the Minister for a certificate of 
registry within certain specified periods of time. The certificate serves as 
a measure of identification as well as a measure through which controls 
can be exercised over the activities of companies to which certificates are 
issued. 


Companies are required to file annual financial statements with the Office 
of the Superintendent of Financial Institutions and other information the 
Office may require from time to time to permit it to assess the companies’ 
ability to meet their obligations for borrowed funds. 


Companies are required to refrain from making investments and loans 
where there may be a conflict of interest, subject to certain exceptions and 
to certain instances where the Minister may at his discretion grant an 
exemption. 


Companies are required to ensure that the auditors appointed to audit their 
affairs meet certain qualifications, which are substantially the same as 
those specified in federal legislation applicable to other financial 
institutions. 


Companies are required to permit examiners appointed by the 
Superintendent of Financial Institutions to examine their books and 
records at any time. 


Companies are required to pay an annual assessment sufficient to cover the 
expenses incurred in connection with the administration of the Act. 
Assessments are based on the amount of the average total assets of the 
companies. 


3 


In addition to these specific requirements, there is an overriding 
requirement that companies keep themselves in a financial position that 
demonstrates their ability to meet their obligations for funds borrowed by them -- 
the whole aim and purpose of the legislation. Several courses of action are 
available to the Superintendent and to the Minister to ensure so far as possible that 
only companies whose financial condition is Satisfactory continue to function as 
financial intermediaries. 


A special feature of the legislation is set out in the provisions of sections 
14 to 19 which are intended to ensure that Canadian-controlled sales finance 
companies remain Canadian-controlled. These provisions place restrictions on the 
transfer of shares of Canadian-controlled companies to non-residents, other than 
residents of the United States, similar to restrictions contained in federal 
legislation applicable to other financial institutions. They also prevent companies 
from selling or otherwise disposing of the whole or any substantial part of their 
undertakings to non-residents, other than to residents of the United States, without 
the approval of the Minister. For companies subject to these limitations, 
provision is made in the Act for them to apply for emergency liquidity loans from 
the Canada Deposit Insurance Corporation. 
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ivf Office of tne Superintendent Bureau du surintendant 
| | y of Financial Institutions Canada des institutions financieres Canada 


The Honourable the Minister of Finance 
Department of Finance 

Ottawa, Canada 

K1A 0A6 


Dear Minister: 
In accordance with the requirements of section 31 of the Investment 
Companies Act, I have the honour to submit my annual report on the administration of 


the Act. 


The accompanying Report is the twenty-second Annual Report which 
covers the period April 1, 1993 to March 31, 1994. 


Section 31 of the Act specifies that the Report shall be laid before 


Parliament by the Minister within 15 days after he receives it or, if Parliament is not 
then sitting, on any of the first 15 days next thereafter that Parliament is sitting. 


Yours very truly, 


JoKn Palmer 


Ottawa, December 13, 1994 
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Report on the Administration of the Investment Companies Act 
for the year ending March 31, 1994 


a 


1G Introduction 


The Investment Companies Act received Royal Assent on 
April 7, 1971 and was brought into force effective January 1, 1972. Administration 
of the Act rests with the Superintendent of Financial Institutions under the direction of 
the Minister of Finance who was designated by the Governor in Council on December 
14, 1971 to act as the Minister for the purposes of the Act. The purposes and 
principal provisions of the Act are described, for reference purposes, in Appendix C 
to this Report. 


Section 31 of the Act requires the Superintendent of Financial 
Institutions to report annually to the Minister on the administration of the Act. This 


_ 1s the twenty-second Annual Report. 


IL Amendments to Act and Regulations Made Pursuant to Section 36 


On January 1, 1994, certain consequential amendments to the Act came 
into force as a result of the promulgation of the North American Free Trade Agreement 
Implementation Act. There were no amendments to the Investment Companies 
Regulations made by Order in Council P.C. 1971-2802 on December 21, 1971. No 
new Regulations were made pursuant to section 36 of the Act. 


IIl. Summary of Activities 
A. Registration of Companies 


During the period covered by this Report, no new companies were issued 


certificates of registry under the Act. 


There were 19 companies registered under the Act at March 31, 1994. 
The names and locations of the head offices of the registered companies are in 


Appendix A to this Report. The assets of these companies, determined from the 


financial reports filed by them in respect of their fiscal years completed during the 


year ended March 31, 1994, amounted in aggregate to $25.3 billion. 


The following table shows the number of companies registered under the 


Act as at March 31 of each of the years 1990 to 1994 and the aggregate assets of the 


oie 


companies as determined from the non-consolidated annual statements filed by them 
for each of the years: 


Number of Companies Assets of Companies 
March 31, 1990 1 $28.4 billion 
March 31, 1991 20 $36.2 billion 
March 31, 1992 21 $33.2 billion 
March 31, 1993 19 $27.6 billion 
March 31, 1994 19 $25.3 billion 


Aggregate assets of companies registered dropped to $25.3 billion, 
continuing a trend that began in 1991. The $2.3 billion reduction in assets was due 
primarily to increased competition from companies not subject to the Act and to the 
sale of assets. Since 1991, the aggregate assets of registered investment companies 
have fallen by a total of $10.9 billion. 


The following table provides a breakdown by asset size of companies 
registered under the Act as at March 31 of each of the years 1990 to 1994. The data 
respecting assets was determined in the same manner as that for the preceding table: 


Asset Size of Company 1990 1991 1992 1993 1994 


Under $100 million 
$100 - $200 million 
$200 - $300 million 
$300 - $500 million 
$500 - $1000 million 
$1000 million and over 
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B. Exemption of Companies 


Subsection 3(2) of the Act provides that, given certain circumstances, the 
Minister has the discretion to grant to an investment company exemption from the 
application of the provisions of the Act, other than the provisions relating to the 
transfer to non-residents, other than NAFTA country residents’, of ownership of 


‘NAFTA country resident means an individual who is ordinarily resident in a 
NAFTA country, other than Canada (i.e., United States and Mexico), as defined in 
subsection 2(1) of the North American Free Trade Agreement Implementation Act. 


Hays 


Canadian-controlled sales finance companies. These exemption provisions were 
intended primarily to permit the Minister to grant relief from the reporting, 
registration and inspection provisions of the Act to companies whose activities as 
financial intermediaries are of a nature that compliance with such provisions of the 
legislation is not considered necessary in the public interest. 


During this reporting period, no companies were exempted from the 
provisions of the Act. 


C. Examination of Companies 


The Act does not stipulate specific requirements pertaining to the 
frequency of examinations of investment companies. The Office conducts on-site 
examinations as often as is considered necessary based on individual companies’ risk 
profiles. 


D.  Trizec Corporation Ltd. (Trizec) 


Trizec was incorporated on October 5, 1960 under the Canada 
Corporations Act and on March 31, 1980, was continued under the Canada Business 
Corporations Act. It is a holding company for subsidiaries whose principal businesses 
focus on owning, managing and developing commercial properties in Canada and the 
United States. Trizec was registered under the Act on April 24, 1978. 


In August, 1993, Trizec announced that it would enter into a 
recapitalization plan to deal with its outstanding debt obligations. After the 
announcement, Trizec held a series of discussions with interested parties that 
concluded in a recapitalization plan being approved by the Court of Queen’s Bench of 
Alberta on July 20, 1994, pursuant to a Plan of Arrangement under the Canada 
Business Corporations Act. The Plan came into effect on July 25, 1994. As a result, 
The Horsham Corporation and the Argo Partnership, L.P. invested approximately $1.1 
billion to acquire 44.5% and 24%, respectively, of Trizec’s new equity. Those funds, 
together with new common shares, rights and warrants, were used to eliminate 
approximately $2 billion of senior debentures, junior debt and preferred shares from 
Trizec’s balance sheet. 


IV. Costs of Administration 
Pursuant to section 23 of the Office of the Superintendent of Financial 


Institutions Act, investment companies are assessed to cover the expenses incurred in 
connection with the administration of the Act during the immediately preceding fiscal 


an 


year. The assessments made against each company vary directly with the amount of 
the average total assets of the company. The following table provides information 
relating to the costs of administration, the aggregate amount of the average total assets 
of companies assessed, and the rate of assessment per $1 million of average total 
assets for each of the fiscal years ended March 31, 1990 to March 31, 1994. Costs of 
administration decreased significantly during the period covered by this Report as a 
result of a decrease in the amount of time spent reviewing and examining the affairs 
of companies subject to the Act. 


Aggregate 
Costs of of average Rate per $1 Million 

Year Administration total assets of average total assets 
1990 $ 128,495 $ 26.42 billion $ 4.86 

1991 $27 D.0U3 $ 36.07 billion oS. 28S 

1992 $ 254,937 $ 34.60 billion Sees! 

1993 $ 212,386 $ 29.40 billion Seie21 

1994 $ 70,585 $ 26.45 billion D2. 07 

ive Operations of the Canada Deposit Insurance Corporation 


Under the Act 


Sales finance companies in respect of which the Act imposes restrictions 
on the transfer of their shares and the sale of their undertakings to non-residents, 
other than NAFTA country residents, may obtain loans from the Canada Deposit 
Insurance Corporation for emergency liquidity purposes. Subsection 31(3) of the Act 
provides in part that the Canada Deposit Insurance Corporation shall submit to the 
Superintendent, for inclusion in his Report to the Minister, a report of its operations 
under the Act. The Report of the President and Chief Executive Officer of the 
Canada Deposit Insurance Corporation relating to the period under review is 
reproduced as Appendix B. 


Lea 


John Palmer 
Superintendent of Financial Institutions 


APPENDIX A 


Investment Companies Registered Under the Investment Companies Act 
as at March 31, 1994 


a I 


Associates Capital Corporation of Toronto, Ontario 
Canada 

Corporation de Capital Associés 

du Canada 

Beneficial Canada Inc. Willowdale, Ontario 
Canadian Pacific Securities Limited Toronto, Ontario 


Les Valeurs Mobiliéres Canadien 
Pacifique Limitée 


Central Capital Corporation Toronto, Ontario 
Chrysler Credit Canada Ltd. Mississauga, Ontario 
Crédit Chrysler Canada Ltée 

Evangeline Financial Services Corporation Windsor, Nova Scotia 
Ford Credit Canada Limited Oakville, Ontario 


Crédit Ford du Canada Limitée 


General Electric Capital Equipment Toronto, Ontario 
Finance Inc. 

Financement d’Equipement Capital Générale 

Electrique Inc. 


General Motors Acceptance Corporation of Toronto, Ontario 
Canada, Limited | 

General Motors Acceptance Corporation du 

Canada, Limitée 


Gentra Inc. Toronto, Ontario 


_ Household Finance Corporation of Canada Toronto, Ontario 
La Compagnie de Finance Household du 
Canada 


Hudson’s Bay Company Acceptance Limited Edmonton, Alberta 
Société de Financement des ventes de 
la Baie d’Hudson Limitée 


Montreal Trustco Inc. Montreal, Quebec 
Montréal Trustco Inc. 


Nissan Canada Finance Inc. Toronto, Ontario 
RoyNat Inc. Montreal, Quebec 
Sears Acceptance Company Inc. Toronto, Ontario 


Société Financiére Sears Inc. 


Toyota Credit Canada Inc. Markham, Ontario 
Transamerica Commercial Finance Corporation, Mississauga, Ontario 
Canada 


Corporation de Financement Commercial 
Transamerica, Canada 


Trizec Corporation Ltd. Calgary, Alberta 
La Corporation Trizec Ltée 


{ 


Canada Deposit 
Insurance Corporation 


Jean Pierre Sabourin 


President and 
Chief Executive Officer 


Mr. John Palmer 


Societe d'assurance-depots APPENDIX B 
du Canada 


President et 
chef de !a direction 


September 1, 1994 


Supenntendent of Financial Institutions 
Office of the Superintendent 

of Financial Institutions 
16th Floor, Kent Square 


255 Albert Street 


Ottawa, Ontario K1A 0H2 


Dear Mr. Palmer: 


SUBJECT: INVESTMENT COMPANIES ACT, RS. 1985, C. 1-22 
REPORT UNDER SECTION 31.(3) 


By this letter Canada Deposit Insurance Corporation ("CDIC") hereby reports to you under section 
31.(3) of the Investment Companies Act ("the Act"). 


The Act provides that CDIC may make short term liquidity loans to a sales finance company when 
satisfied that the company has substantially exhausted the services of funds reasonably available to it 
and is entitled, in relation to the exercise of that power, to review all information on the company filed 
with the Office of the Superintendent of Financial Institutions. 


Funding for any loan CDIC may make to a sales finance company is to come not from CDIC's own 
funds but rather from a loan made to CDIC by the Consolidated Revenue Fund for that purpose. 


Pursuant to our obligation to submit to you after the termination of each fiscal year a report of our 
operations under the Act, we report that CDIC had no operations under the Act during the period 
commencing April 1, 1993 and ending March 31, 1994. 


50 O'Connor Street 
17” Floor 

P.O. Box 2340. Stn D 
Ottawa, Ontario 

K1P 5W5 


Canada 


Yours tnuly, 
50, rue O'Connor Telephone 
17° etage Telephone (613) 995-6820 
@Re2340.Succe Facsimile , 
Ottawa (Ontario) Telecopieur (613) 943-1967 


K1P 5W5 
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APPENDIX C 


Purposes and Principal Provisions of the Investment Companies Act 


The purpose of the Act is to establish a system of reporting, registration and 
inspection applicable to federally incorporated companies that are acting in a 
substantial way as investment intermediaries and that are not otherwise supervised. 
Described broadly, the Act applies to those federally incorporated companies that 
raise money on the security of debt instruments and use some or all of the proceeds 
(a) to make secured or unsecured loans, (b) to purchase bonds, debentures, shares or 
other securities, (c) to purchase instalment sales contracts or other types of 
obligations arising from the sale of goods or services, (d) to invest in real property 
for investment or resale purposes, or (e) to make other investments or loans of a 
similar nature. 


In legislative terms, a company that uses borrowed funds to make purchases, 
investments or loans of the type described is stated to be carrying on the "business of 
investment" and to be an "investment company" within the meaning of the Act. 
However, the Act contains provisions whereby companies that carry on the "business 
of investment" may be deemed not to be investment companies and thus be excluded 
from the application of the Act. These include (a) securities underwriters, brokers or 
dealers licensed as such under a provincial law, (b) companies whose investing and 
lending activity or use of borrowed funds for investment purposes, measured in terms 
of certain fixed percentages, are not substantial relative to the companies’ total 
operations, (c) companies that restrict their investment activities to the investment of 
funds provided by their principal shareholders, (d) non-profit corporations 
incorporated under Part II of the Canada Corporations Act and (e) companies that act 
exclusively or principally as holding companies for one or more other corporations 
operating as manufacturing, industrial, commercial or similar non-investment-type 
enterprises. Financial institutions to which other supervisory legislation is applicable 
are also specifically excluded from the scope of the Act. 


In addition to these provisions that have the effect of excluding from the 
scope of the Act certain categories of companies that carry on the "business of 
investment", the Act contains provisions whereby the Minister, at his discretion and 
having regard to certain factors, may grant exemption from the application of the 
provisions of the Act, other than those provisions relating to the restriction on the 
transfer to non-residents, other than NAFTA country residents, of ownership of 
Canadian-controlled sales finance companies. The Minister may exercise this 
discretionary power in either of two main sets of circumstances: first, where the 
"business of investment" carried on by a company, or a significant portion of it, is of 
short duration and is incidental to the principal business of the company; and second, 
where the Minister is satisfied, having regard to such factors as the source, amount 
or nature of a company’s borrowings or the extent of the integration of the company’s 


Ba) ae 


activities with those of related companies, it is not necessary in the public interest 
that the Act apply to the company. 


The net result of the features of the legislation described in the two preceding 
paragraphs is to confine the application of the Act to companies that are acting as 
financial intermediaries in a significant way and in a manner in which a continuing 
form of supervision is considered appropriate in the public interest. In the case of 
these companies, the Act imposes the following principal requirements: 


(a) Companies must make application to the Minister for a certificate of registry 
within certain specified periods of time. The certificate serves as a measure 
of identification as well as a measure through which controls can be 
exercised over the activities of companies to which certificates are issued. 


(b) Companies are required to file annual financial statements with the Office of 
the Superintendent of Financial Institutions and other information the Office 
may require from time to time to permit it to assess the companies’ ability to 
meet their obligations for borrowed funds. 


(c) Companies are required to refrain from making investments and loans where 
there may be a conflict of interest, subject to certain exceptions and to 
certain instances where the Minister may at his discretion grant an 
exemption. 


(d) Companies are required to ensure that the auditors appointed to audit their 
affairs meet certain qualifications, which are substantially the same as those 
specified in federal legislation applicable to other financial institutions. 


(e) Companies are required to permit examiners appointed by the Superintendent 
of Financial Institutions to examine their books and records at any time. 


(f) Companies are required to pay an annual assessment sufficient to cover the 
expenses incurred in connection with the administration of the Act. 
Assessments are based on the amount of the average total assets of the 
companies. 


In addition to these specific requirements, there is an overriding requirement 
that companies keep themselves in a financial position that demonstrates their ability 
to meet their obligations for funds borrowed by them -- the whole aim and purpose of 
the legislation. Several courses of action are available to the Superintendent and to 
the Minister to ensure so far as possible that only companies whose financial 
condition is satisfactory continue to function as financial intermediaries. 


ae 


A special feature of the legislation is set out in the provisions of sections 14 
to 19 of the Act. These provisions place restrictions on the transfer of shares of 
Canadian-controlled sales finance companies to non-residents, other than NAFTA 
country residents, similar to restrictions contained in federal legislation applicable to 
other financial institutions. They also prevent companies from selling or otherwise 
disposing of the whole or any substantial part of their undertakings to non-residents, 
other than NAFTA country residents, without the approval of the Minister. For 
companies subject to these limitations, provision is made in the Act for them to apply 
for emergency liquidity loans from the Canada Deposit Insurance Corporation. 
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